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A Banker's Diary 


On behalf of readers, we extend warmest congratulations to 
The Economist, which celebrates its centenary this month. From 
its earliest days as “ virtually a house organ of the 
Centenary Anti-Corn Law League,” this particularly vigorous 
The aii centenarian has enjoyed an authority, as the deputy 
editor points out in a commemorative volume, out of 
all proportion to its sales. In the heyday of the great Bagehot, 
one learns, the circulation was in the neighbourhood of only 3,000, 
and it is pleasant to note that at the present time the sales have 
risen well above 10,000. The prestige of the paper certainly stands 
as high to-day as at any time in its history. That the tradition of 
anonymous journalism is given a high place among the reasons or 
the growth in the journal’s influence is almost a paradox, for the 
list of editors and contributors includes many famous names. Apart 
from Bagehot, author of ‘“‘ Lombard Street’ and inventor of the 
Treasury bill, Robert Giffen, William Newmarch, Nassau Senior 
and R. H. Palgrave were all among those associated with the paper 
in one capacity or another. 

In more recent days, The Economist has continued to be “‘a 
training ground for editors.” Amongst the many outstanding 
financial journalists of the present generation who have served it 
have been: Hargreaves Parkinson, now editor of the Financial 
News ; Aylmer Vallance, at one time editor of the News Chronicle ; 
Graham Hutton; Norman Crump, the present City editor of the 
Sunday Times ; Douglas Jay, City editor of the Daily Herald up to 
the outbreak of war ; and, last but not least, the present editor and 
deputy editor, Geoffrey Crowther and Donald Tyerman. 

“If anonymity is the first characteristic that appears from a 
survey of The Economist’s first century, independence is the second.” 
When in 1928 the paper passed out of the ownership oi the Wilson 
family, the freedom of the editor from the control of the financial 
interest was ensured by the appointment of a board of independent 
Trustees. To no less an extent, probably, the journal owes its rise 
to pioneer work in the development of what is now the standard 
technique of financial journalism : namely, insistence on the constant 
need to check theories by reference to the facts. Indeed, the paper 
itself has played an important part in the provision of reliable 
economic statistics, for its own index number of wholesale prices 
was the first in any country to be regularly calculated and published. 

Though economic ideas have changed radically over the past 
century, the editor points out that a core of consistency is to be 
found running throughout the paper’s policies in its constant striving 
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towards the goals of economic liberty and the general interest. 
The Economist of to-day “ gives an ungrudging blessing to certain 
wide extensions of State control for precisely the same fundamental 
reasons as led Wilson and Bagehot to advocate the maximum of 
laisser faire a hundred years ago, because that seems to be the 
surest way of serving liberty and the common good.” Yet in one 
respect the battlefront has changed less than many people may 
imagine ; for even in the preliminary number James Wilson, the 
first editor and proprietor, is already to be found speaking of the 
fierce struggle which is going forward between our rapidly developing 
productive power . . . and the principles of restriction and monopoly.” 


AN interesting divergence between the technique of war finance in 
this country and the United States is brought out in the July issue 
of the Federal Reserve Bulletin. In this country, 
U.S. savings campaigns tend to produce an immobilization 
War Loan of credit on public deposits with the central institu- 
Technique ,. ; : : 
tion and therefore a certain stringency of credit. 
In the United States, the proceeds of war loan drives are maintained 
in special Treasury war loan deposits at banks, and these have 
been exempted from reserve requirements. Thus, the immediate 
effect of a war loans drive in the United States is actually to ease 
the cash position of the banks, since payments into the war loan 
accounts cause a decline in other deposits subject to reserve require- 
ments and, therefore, a decrease in the amount of required reserves. 
As the Treasury draws upon its war loan accounts to meet expendi- 
ture, of course, the amount of required reserves increases again. 

In recent months, required reserves have on balance shown an 
upward trend. ‘“ This is being met at banks having excess reserves 
by reductions in that excess, and by banks with no excess reserves 
principally through sales of bills to the Reserve Bank with re-purchase 
option. In this way, member bank reserve needs are almost auto- 
matically supplied, with the initiative being taken by the member 
banks rather than by the Federal Reserve System.”’ After fluctu- 
ating for many months around the $2,000 millions level, excess 
reserves declined in June to $1,500 millions, this being the lowest 
level touched since 1938 and comparing with peak levels of around 
$7,000 millions as recently as the beginning of 1941. 

In contrast with our own practice, again, the United States has 
made arrangements for the deposit in special banking accounts of 
taxes deducted at source by employers. In its monthly review, the 
Federal Reserve Bank of Cleveland points out that this will create 
an entirely new type of deposit liability. Unlike other types of 
bank credit, the balance on such accounts will be payable neither 
upon demand nor in the traditional manner of the time deposit, but 
either on the last business day of each calendar month or when the 
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credit balance reaches $5,000, whichever occurs sooner. In no event, 
however, does this account become payable more than once a day. 
Provision is made for the reimbursement of banks holding such 
deposits by plans which involve the purchase of 2 per cent. depositary 
bonds. The opening of a withheld tax account is optional for 
employers whose monthly withholdings total less than $roo. 


UNDER the terms of Regulation 1 of the Defence (Finance) Regula- 
tions, Treasury permission is required for the sale or transfer of 
“restricted ’’ securities; that is, securities on which 
Transfer of the principal or interest is payable in one or other of 
Restricted the specified currencies. Subsequently, a general 
Securities authority was given for transfers between residents of 
those stocks, such as International Nickel or Brazilian 
Traction, dealt in on the London Stock Exchange, provided such 
transfers were recorded with the Bank of England. The latter was 
thus enabled to keep track of the ownership of such securities. 
This authorization was an obviously necessary concession if dealings 
in the more popular counters were not to be hamstrung by insistence 
on unnecessary formalities. More important was the implied recog- 
nition that the essential purpose of the Regulations was in no way 
impaired by such dealings, since the securities continued to remain 
at the disposal of the Control whether held by one U.K. resident or 
another. It now appears, however, that where the securities concerned 
are not publicly quoted, the Control does not in principle permit 
transfers between residents unless special circumstances can be 
pleaded. The reasons for the hardening of the Control’s attitude 
in this latter case are difficult to fathom. In general, the administra- 
tion of the Defence (Finance) Regulations has been distinguished by 
intelligence and a spirit of “ sweet reasonableness.”’ It would be 
regrettable if such an excellent record were marred by apparently 
purposeless and arbitrary decisions of the kind which one has hitherto 
expected only from the Capital Issues Committee. 


EVIDENCE about the intrinsic value of the lira is very conflicting. 
In an article in this issue, Dr. Einzig claims that on a comparison 
of prices (assuming that to be possible in present 

The Lira conditions) the lira was greatly undervalued at the 
heii rate of 400 to the £ and 100 to the $ recently fixed 

in Sicily by the ‘‘ Amgot”’ authorities. Dr. Einzig further holds 
that this undervaluation has been responsible for a sharp rise in 
prices in the territory concerned. It has to be remembered that the 
increased competition for the availabie supplies involved in meeting 
the demands of the occupying forces would—in the absence of price 
control and rationing—inevitably cause some rise in prices, regardless 
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of the level at which the exchange rate was fixed. Only if the under- 
valuation were so severe as greatly to inflate the purchasing power 
of the occupying troops could exception be taken to the choice 
of rate. 

The true facts of the situation are difficult to judge from the 
very limited data available to the public. One press report speaks 
of the lira as “‘ now practically valueless ’’ and quotes the Italian 
Minister of Finance as pointing out that the note issue has quadrupled 
since 1940. According to figures quoted by The Economist, however, 
the national income of Italy has been rather less than doubled in 
the course of the war ; and although this increase is somewhat greater 
than in our own case, it does not suggest a runaway inflation. Such 
reports as that ‘‘ Italian business houses are beginning to transact 
business on a dollar or sterling basis’’ may signify only a very 
natural nervousness regarding the future of the currency and not 
that inflationary trends are already out of hand. For the same 
reason, little importance can be attached to the rates quoted in the 
few remaining free markets. Thus, in the middle of August it was 
reported that since the fall of Mussolini the free market rate for the 
lira in Lisbon had dropped by half, from 10 to 5 centavos, whereas 
over the same period sterling had appreciated from 53 to 56 escudos. 
This gives a slump in the cross rate for the lira from 530 to no less 
than 1120 to the f, but it is clearly a rate determined by speculation 
rather than by any considerations of “ purchasing power parity.” 


Botu the Keynes and White currency plans, it will be recalled, 
contained special provisions for dealing with ‘abnormal war 
Britain’s Dalances.”” The growth in the sterling balances of the 
‘‘ Abnormal Principal overseas holders was analyzed in a recent 
War article in The Economist, which gives the following 
Balances’’ picture of the position: 
OVERSEAS STERLING BALANCES—-MAIN ITEMS 


{m. Date: 

India or - er .. 500.0 July 16, 1943 
Eire se es ‘is a 121.5 March, 1943 
Canada .. = a ~» §g9«3 (Interest-free loan) 
Egypt... wi ‘ ax 71.2 December, 1942 
Malaya .. a Mia a 58.0 July, 1941 
Australia - a ei 64.0 May 31, 1943 
New Zealand... “7 wi 34.0 February, 1943 
Argentina + iin ‘i 17.5 December, 1942 

Total of above .. «» 3,043.5 


Though these are the largest individual items, it is pointed out 
that the figures do not allow for the holdings of Middle-East 
countries, for the balances of special account countries (other than 
Argentina), nor for the assets of the colonial currency boards. 
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It may be mentioned that according to the League of Nations 
‘World Economic Survey, 1941/42,” the exchange reserves of the 
Iraq currency board, a large proportion of which would presumably 
be held in sterling, increased from £5.3 millions in August 1939 to 
{15.0 millions in May 1942. Since Canadian balances were $900 
millions in June 1942, when $700 millions became an interest-free 
loan, it appears that the liability to Canada should be increased 
by some £45 millions. Thus, the indications are that total overseas 
sterling balances at the present time easily exceed {1,100 millions. 
Not all of this sum can be regarded as ‘‘ abnormal war balances,” 
since the countries specified in the table above already possessed 
balances of some £200 millions before the outbreak of war. At the 
present time, by far the most important creditor is India, whose 
claims are increasing at the rate of £300/£350 millions a year. 





OTHER things equal, the clearing bank returns for February and July 
would always show a sharp contraction in deposits, due to the 
decline in transit items from their abnormally high 

July Clearing levels at the turn of the year and the half-year. The 
Bank virtual stability in deposits shown by the July figures 
Returns both this year and last thus masks on each occasion 
an appreciable expansion in effective deposits. This 

year, the “ cheques and balances’”’ item alone shows a decline of 
{34.2 millions, compared with only {25.4 millions in July, 1942. 
In addition, the fall in “ items in transit ’’ shown by the only two 
banks which separate this entry indicates a contraction under this 
head for the banks as a whole of the order of £15 millions, compared 
with, say, {11 millions last year. Hence, the July figures do not 
confirm the impression of a check to the rate of credit expansion 
given by the figures for the preceding three months, which showed 
a rise in deposits of only £88.5 millions, compared with {191.2 


millions in the second quarter of 1942. 
Change on: 


July, 1943 Month Year 

£m. £m. £m. 
Deposits Dy na ae 3,627.9 — 2.5 + 363.9 
Cash .. ia as ess 374.3 — I1.3 + 33-4 
Call Money .. oe Re 160.4 — 4.6 + 28.7 
Discounts — se os 243.9 +- 7.9 — 28.6 
T.D.R. ak wos sia 899.5 + 41.0 +- 292.5 
Investments .. ~ - 1,102.1 + 3.1 + 87.3 
Advances a sia Pe PAS 7 — 1.2 — 53.2 


On the assets side, it will be seen, an increase in T.D.R. holdings 
provided the main counterpart to the expansion in effective deposits. 
The further rise in discounts raises that item to the highest level 
seen since last November and makes a cumulative recovery of 
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£115.5 millions since the end of April. The banks have thus secured 
a substantial share of the increase in the tender Treasury bill issue 
(from {990 millions towards the end of April, to {1,170 millions) 
resulting from the increase in the weekly offer to {90 millions. 
Since the banks which do not separate items in transit presumably 
include these figures under the heading of advances, the indications 
are that the further slight decline in this item disguised an increase 
of perhaps {10 millions in “ effective ’’ advances. 


AFTER three years of hard exertion, the British public seems to have 
decided that it needed a holiday, and exhortations to stay at home 
this year proved of little avail. One reflection of this 
movement was, of course, a sharp increase in note 
Withdrawals Withdrawals over the August bank holiday period. 

s will be seen from the table below, in the three weeks 
from July 21 to the peak level of August 11, the circulation rose 
by as much as £23.7 millions, and this compares with only {19.2 
millions in the corresponding weeks of 1942. Thus the recent 
movement temporarily reverses the flattening of the upward trend 
which had been very marked during the previous three months 
as a result of the Wings for Victory campaign and of the suspension 
of issues of large notes. 

The effect of this slowing down of withdrawals is nevertheless 
to be seen in the fact that this year’s August peak circulation was 
only {56.3 millions above the preceding Christmas peak, compared 
with a net rise of {82.8 millions between the corresponding points 
a year earlier. On a percentage basis, of course, the comparison is 
still more favourable. 

ANALYSIS OF BANK RETURNS 


(£’000) 

Note Bankers’ Private Total 
Circulation Deposits Deposits Securities Reserve 
July 21 .. -- 955,989 147,364 75:777 202,105 45,275 
ae .. 968,116 169,937 54,007 215,652 33,431 
Aug. 4 .«. ~« @75,311 148,633 53,045 202,132 23,428 
oo (a wa ~+ 979,707 140,259 55,6066 196,492 21,895 
18 976,98: 149,507 55,182 204,785 24,665 


To av oid constant iiietane to Parliament to regularize the 
war-time increases in the fiduciary issue, it will be recalled, a Regula- 
tion was made in 1941 extending the Treasury’s authority for two 
years until September 5, 1943. This process has now been repeated 
by a further Order extending the Treasury’s authority for a further 
two years to September 5, 1945, or the date on which the Regulation 
ceases to be in force, whichever is the earlier. Unless previously 
revoked, the Regulation will remain in force until the expiration of 
the Emergency Powers (Defence) Act, 1939. 
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Price-Control in the Post-War 


‘“‘’Transition’’ Phase 


RICE policy is one of the very few aspects of economic policy 
P as a whole upon which there is no room for doubt about the 

Government’s post-war intentions. The Government intends 
to maintain the stabilization policy, at all events during the 
“transition ’’ period. Both Sir Kingsley Wood and Mr. Dalton 
(as the latter reminded a Press interviewer only last month) said so 
quite plainly more than six months ago. If there were any reason 
to believe that this objective was to be sought only by the indis- 
pensable but general method of continued heavy taxation and by 
what, in a post-armistice phase, would be the hit-or-mis; method 
of voluntary saving, the Government’s statements might perhaps 
be regarded as expressing virtuous hope rather than firm decision. 
But they are clearly much more than that. 

On the budgetary side, the Chancellor has said, first, that it may 
be desirable to continue the stabilization “‘ of the cost of living and 
the prices of goods in common use on the lines we are maintaining 
to-day,’ and, secondly, that it ‘‘ should be possible for the general 
price level to settle down at a figure not far different from what it is 
at present, without imposing an impossible burden on the i xchequer.”’ 
The phrases we have italicised plainly indicate that the Treasury 
is prepared for continued subsidisation of cost-of-living constituents, 
though it evidently (and doubtless reasonably) hopes that the 
budgetary cost will be substantially less than it is to-day. Similarly, 
on the administrative side, Mr. Dalton has advocated continuance 
of what he calls the policy of “‘ well-directed control in certain 
directions,’ which presumably means the Board of Trade’s present 
system of price-regulation and price-fixing together with some at 
least of the price controls now enforced by the several “‘ supply ”’ 
depa rtments. Finally, the impression given by these amplifications 
0: the main decision on policy has been emphatically reinforced by 
the Prime Minister himself. ‘‘ We intend,’’ he declared in his home 
front broadcast last March, “‘ to continue this policy [of stabilizing 
prices} after the war to the utmost of our ability.” 

The implications of these decisions may be far-reaching. They 
certainly deserve some hard thinking by all who have strong views 
upon, or those who would discern, the shape of the post-war world 
—especially as so little is yet known of the Government’s intentions 
elsewhere in the field of economic policy. The purpose of this 
article is to draw attention to some of the problems of mechanism 
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which wi'l need to be solved, and to indicate the most probable 
practical consequences. 

To many people, price control often appears to be a mere super- 
imposition upon the present system of rigorous physical control. 
Certainly, it is not often that the former is really indispensable to 
the latter. And because it is possible to have physical control of 
a commodity—in the form of licensing, allocation, import restriction, 
and the like—without control over its price, there is a tendency 
to assume that the converse is also true. Most people, too, feel that, 
amid a myriad of irksome restrictions, price control is one of the 
few Government interventions which have clear advantages without 
any very apparent disadvantages. For these two reasons—the 
popular belief that price control can have a separate existence and 
is on the whole a “ good” thing—the Government’s declaration 
of post-war policy has evoked surprisingly little response from 
either the planners or the anti-planners. The former regard it as 
too small a dose of control to be significant ; while the latter (all, 
that is, except economists of the laissez-faire school) feel that, if 
some post-war control is inevitable, this would at least be a relatively 
innocuous instalment. This indifference, if indifference it is, cannot 
in fact be justified from either point of view. The more one considers 
the practical problems of the matter, the more clearly does it appear 
that, in peace even more than in war, effective control of prices will 
require the support of an extensive system of physical control. 

The basic condition for successful price control is that the goods 
to be controlled shall be definable with precision. That very obvious 
fact has governed the whole wartime structure of control, and will 
even more closely condition any “ transition ’’ or peacetime structure. 
Some goods are of so complex a nature that it is virtually impossible 
ever to produce a watertight definition of them. Or if a definition 
is attempted, some minor change in technical specification or 
chemical content may suffice to make them “ different ’’ goods not 
covered by the legal definition. Other classes of goods, though 
literally definable with the requisite precision, are normally pro- 
duced in so many varieties or by such varying processes that specific 
price control is not in practice feasible. An article in the July issue 
of THE BANKER, describing the methods by which the Board of Trade 
is controlling consumers’ goods prices, explained how articles which are 
produced in multiple varieties are controlled by prescribing, not the 
maximum or actual price to be charged, but the method to be 
followed in calculating the legal maximum price (e.g., by the addition 
of given processing or gross profit margins to the cost of stated items, 
such as materials). Not even this type ot control—which is a poor 
substitute for actual price fixing—could be applied, however, to the 
class of goods instanced above, because it is impossible to lay down a ° 
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formula for computing a price unless the processes and stages of 
production (though not necessarily the products themselves) are 
sufficiently standardised. 

Goods which, though definable, are highly differentiated both in 
type and production technique, can be price controlled only in one 
of two ways: by prescribing arbitrarily a uniform price for each 
type regardless of methods of manufacture or differential production 
costs, or by a “ standstill ” order adjuring each maker, wholesaler 
or retailer not to sell at any higher price than that charged by him 
for the same goods on a given date in the past, possibly with the 
right to increase the “standstill’’ price by the amount of any 
increase in his costs ascertained on prescribed lines. The first of 
these methods would in most cases be so complicated and technically 
difficult as to be unworkable from the Government standpoint, 
and so inequitable either to producer or consumer as to be unwork- 
able from the business standpoint. The second method, with the 
sliding scale for cost increases, is the method of price “ regulation ”’ 
upon which the Board of Trade relied in the original Prices of Goods 
Act passed at the outbreak of war. It has largely been discredited 
by wartime experience. Cost computation is so intricate a process, 
and there is room for so much difference of opinion about the 
treatment of different items (even when the accountant is seeking 
to comply with detailed rules such as those laid down by the Inland 
Revenue) that it is patently unreasonable to put upon the individual 
trader the task of ascertaining—for every grade of every article 
he sells—what the legal price would be if Government accountants 
computed it. For the small trader it is also an utter impossibility. 
In any case, where this system operates, it is well-nigh impossible 
for the Government to discover whether legal prices are in fact 
being charged: all that the controlling authority can do is to 
investigate fully all allegations of abuse, to make random “ sample ” 
enquiries, and to prosecute noisily the offenders thus located. 

This method of “ regulation,”’ as distinct from specific control or 
fixing of prices, is, in short, highly unsatisfactory. It not only 
offers wide scope for evasion, but by any normal standards would 
be regarded as void for uncertainty. Under peace-time conditions 
it could hardly be tolerated. Under anything like normal conditions 
of industry and trade, a very large part of the national production 
would comprise goods in the “ undefinable ”’ or “ highly variable ”’ 

categories for which no more specific price control could be devised. 
It is probably no exaggeration to say that it is only the “ utility ”’ 
schemes, and similar measures of standardization and physical 
control, ‘that have made the present system work tolerably satis- 
factorily and with relatively little serious friction. 

This experience suggests that the Government, in attempting to 
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implement its post-war price policy, will be confronted with a very 
difficult choice. On the one hand, it could permit manufacturers 
rapidly to re-embark upon a normally diversified production, 
recognizing that a very large part of that production could not be 
price controlled except by the unsatisfactory and (in peacetime) 
probably impracticable technique of “ regulation.” In that event, 
it would presumably take steps to ensure a reasonable produc tion 
of “utility’’ or standardized goods, rigorously controlling their 
prices by specific orders, while openly (or covertly) abandoning 
control of the remainder. On the other hand, it might object to 
thus partially retreating from its avowed policy, and would try 
instead to prevent the resumption of diversified production by 
retaining and even extending the utility and standardization schemes. 
Either alternative would present some highly intractable problems, 
both of mechanism and principle. The former course, of ensuring 
a reasonable supply of moderate-priced “ utility ’’ goods, would 
no doubt meet the prime political necessity of saving the mass of 
consumers from serious hardship, but only at the cost (in the absence 
of very drastic budgetary measures and expedients to prevent drafts 
on past savings) of a probably substantial inflation in the quite 
extensive uncontrolled sectors. Such inflation, even so, might cause 
sufficient injustice to have political repercussions ; but probably 
its most dangerous consequence would flow from the stresses it 
would impose upon the controlled sector. Manufacturers would 
naturally wish to concentrate wherever possible upon the production 
of the more profitable uncontrolled goods ; to make the controlled 
utility goods, though a national duty, would often be regarded as 
a hardship. Even if the non-standardized goods were effectively 
price-controllable, detailed physical control would be imperative to 
ensure an adequate production of the utility articles, for industrialists 
tend naturally to prefer their own specialities, processes and designs, 
with their branded goodwill and probable superiority. But if 
in addition there were a major financial incentive to avoid utility 
production, the physical control necessary to ensure it would have 
to be very far-reaching indeed, with detailed allocations of raw 
materials to particular uses and, probably, measures for “‘ sample ”’ 
investigations of pr ivate factories by experienced technical inspectors. 
We should get not less control, but more. To avoid a breakdown, the 
authorities would be obliged to devise new sanctions and new means 
of detecting abuse. To avoid gross injustices and anomalies, they 
would be compelled to embark upon the forbidding and intricate 
task of determining, for each of a host of individual firms, the equit- 
able ratio between utility and non-utility production. 

Such interventions are perhaps unthinkable, at all events during 
the peacetime transition, as distinct from the phase of continuing 
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war in the Far East. But what of the alternative policy, of dis- 
couraging diversified production and concentrating upon standardized 
goods? That might at least be more feasible, given a sufficiently 
heavy-handed policy of continued prohibitions, refusal of material 
licences, and the like. Such a policy, if thus enforceable, might also 
have the apparent advantage that it would dovetail neatly into the 
programme for “‘ relief ’’ abroad, a programme which will presumably 
call for large-scale production of standardized goods of moderate 
quality. But such a concentration upon standard lines, apart from 
its consequences in terms of rigorous control of the whole business 
structure, would deliberately set aside Britain’s traditional skill in 
the production of specialized, individual and high-grade goods. 
It might have profound and lasting repercussions upon the export 
trade, which the Government rightly places high among post-war 
priorities. British competitors would enter the ring bound, gagged 
and blindfold. Would their rivals be equally handicapped ? 

What, in any case, is to be done about export prices? Are they 
to be immune from control, as at present ? In the period of world- 
wide shortage of goods, export markets will often be very attractive 
—except, possibly, in the “ relief ’’ sphere, where special financial 
arrangements must evidently apply. But, if this is so, the export 
demand will impose upon the controlled “ utility ’’ sector precisely 
the same kind of stress as will come from the uncontrolled domestic 
market—except that it will arise from goods which are technically 
price-controllable as well as from those which are not. Are we to 
counter this stress by holding down the prices of export goods, and 
thus forgo precious foreign exchange ? In any case, could export 
licensing be stringent enough to achieve this strange objective ? 
If it could not, how should we restrain the resultant pressure upon 
the domestic price controls ? 

This formidable array of problems, it will be noted, all spring 
from administrative and practical difficulties. A further range of 
problems centres in the question of what level of prices should be 
the target of the controls. Here we cannot do more than point to 
the kind of problems which will arise. If the Government seeks 
to keep the cost-of-living stable at a moderate level, it will hardly 
be able to avoid continued subsidization of certain constituents 
—by the method, presumably, of issuing Government-owned key 
materials at less than cost. But, if this were found necessary, 
should all users of the materials in question get the benefit of the 
subsidy ? From the theoretical point of view, there are always 
powerful objections to any distortion of the “natural ”’ price, as 
distinct from mere smoothing-out of short-term fluctuations. In 
the absence of countervailing physical measures, price-distortion 
will sooner or later produce a corresponding distortion in the structure 
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of industry itself, by encouraging certain types of production and 
discouraging others. 

Within the “ utility ’’ or controlled sector this disadvantage of 
subsidization would be at a minimum, because the directional function 
normally performed automatically by a free equilibrium price would 
be replaced by the conscious direction of physical control—though, 
admittedly, the direction might be based upon political or social 
objectives which might, in a strict sense, be uneconomic. In the 
uncontrolled sector, however, the consequences of price-distortion 
could be particularly unfortunate: the issue of subsidized material 
to producers of uncontrolled goods would further increase the 
disparity between the profits obtainable from them and _ those 
obtainable from price-controlled goods (since the benefit of the 
subsidy on the latter would go to the consumer, not the producer). 
And there would be similar difficulties in the export sphere. The 
most natural solution of these problems would no doubt seem to be 
a system of differential prices for different uses of the subsidized 
materials. In theory, that would be a very satisfactory solution ; 
but in practice it would probably create a fresh complex of difficulties, 
Very close physical control—coupled, perhaps, with severe penalties 
for abuse—would be needed to ensure that low-cost materials did 
not get into the hands of producers of “ non-subsidized ’’ articles. 
That would be difficult even in those cases in which the categories 
of producers were quite distinct. But the task of determining the 
proper proportions in which identical low-cost and full-price material 
should be issued to “‘ mixed ”’ producers would surely be a veritable 
planners’ nightmare, and in many cases might prove to be quite 
impossible. 

Another group of price problems will surround the question 
of profit policy. Under many systems of wartime price control, 
profit per unit of output is either stabilized or standardized. The 
price ‘‘ regulation ’’ system usually freezes the unit profit at whatever 
level happened to obtain for a particular firm on a given base date ; 
while the systems which prescribe a formula for computing the legal 
price usually have the effect of standardizing either the actual or the 
percentage gross margin per unit (subject, in some cases, to the 
operation of an over-all “ceiling” price). Beth these types of 
control necessarily involve a wide range of differentiai legal prices 
for identical goods—the variations depending, not upon the uses 
to which the goods will be put, but upon the different cost experiences 
of the individual manufacturers and distributors. The disadvantages 
are readily apparent. Such measures may put a premium upon 
inefficiency, or at least greatly weaken the incentive to improve 
efficiency. They are unjust to the efficient producer, who, however 
proud he may be of the lowness of his costs, will tend to resent the 
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compulsion to charge a lower price than his inefficient neighbour. 
They confuse the consumer, who might well be confronted, in 
adjacent shop-windows, with two apparently identical articles, one 
legally priced at 3x and the other at 5% or 7x, 

Without doubt, the most satisfactory system, especially from the 
consumer’s standpoint, is the fixation of a single price. Such a 
system, as we have seen, is in many cases ruled out by difficulties 
of definition. But, if it were to be attempted wherever technically 
possible, the only practicable principle (in the absence of pooling 
schemes to aid the least efficient producers) would be to base the 
price upon the costs of the marginal (or at least the sub-normal) 
producers. In all industries in which the variations in costs are wide, 
the efficient producers would make large profits. That, it is true, 
is what would happen in a free economy ; but would it conform to 
postwar ideals of what should happen within the egis of Government 
control—at a time, moreover, when other producers (even, perhaps, 
of similar goods) were still working on more closely controlled 
Government contracts? In particular, would it be politically 
possible in those cases in which constituent materials were being 
made available at subsidized prices, so that part of the efficient 
manufacturers’ high profits would have come straight out of the 
pockets of the hard-pressed tax-payer ? 

What, again, should be the principle of determining allowable 
profits in the post-war world? Should profit be related to some 
base period experience, on the model of E.P.T., with all the anomalies 
which that method involves ? Or should it depend upon some absolute 
standard, such as the capital employed in the business? If the 
latter, should the allowable rate be the same for all industries and, 
if not, what should decide the differential rates? Evidently, the 
vista of problems of principle which thus opens up is no less forbidding 
than that of the problems of mechanics. Thinking along these lines, 
we have certainly a bewilderment of difficulties. Have we exaggerated 
them ? Have we too readily assumed that effective control must 
be complete.control ? Have we under-estimated the extent to which 
the British public is law-abiding and patriotic and, as a good sports- 
man, is anxious to help a lame dog even when he appears in the 
guise of an official price-controller ? Perhaps. Perhaps, too, the 
Government has not yet seen the full implications of its price inten- 
tions, and may whittle them down when it does. Otherwise, whoever 
would gamble now on the possibility of much less physical control 
in the transition phase will find that he is throwing against a double- 
headed coin. 
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Comeeeiil Policy after ie War 


F the protagonists in the Free Trade v. Protection controversy, 
neither side was right nor either completely wrong. That 
much, at least, has surely been established by the economic 

heartsearchings and questioning of traditional views in recent years. 
The theoretical case for Free Trade (as for many other things, 
such as class warfare) depends entirely on the tacit assumption of 
full employment ; for it is only in conditions of full employment 
that maximum cheapness of consumers goods is synonymous with 
the maximization of the real income of the community as a whole. 
If the admission of cheap goods throws part of the working population 
out of work, so that the benefits of the reduced cost of living are 
enjoyed only by the remaining section which remains in employ- 
ment, then it is no longer possible to maintain that the fall in the 
cost of living represents a rise in the standard of living of the 
nation as a whole; for there is no valid means of equating the 
deprivations of the unemployed with the improvement in the welfare 
of the rest of the community. In terms of output, the reduction 
—which may be quite slight—in the unit cost of the imported 
commodity is secured only at the cost of the loss of the whole output 
of those potential domestic producers who would otherwise be in 
employment. Once unemployment is heavy, again, money costs 
cease to be an accurate guide to comparative cost adv antages. From 
this point of view, the classical argument for Free Trade assumes 
that money wages provide a measure of the value of labour in 
alternative employ ments. Unemployment is in itself sufficient proof 
that this assumption does not hold in the particular circumstances, 
that wage rates are above the equilibrium price of labour and 
exaggerate the relative scarcity of that factor. 
In these days, certainly, nobody could write, as Bagehot did in 

876, that the teachings of the Wealth of Nations, published exactly 
a century earlier, had “settled down into the common-sense of the 
nation, and have become irreversible.’’ Given unemployment, 
which was not unknown even in the last century, the desire of 
M. Thiers for “ the tall chimneys to smoke ” becomes something 
more than that unreasoning and seemingly perverse refusal of the 
crude Protectionist to count the hardships to the consumer which 
was always the bewilderment and despair of those holding the 
classical view. Under Protection, the general level of wellare can 
never reach the potential maximum theoretically attainable under 
Free Trade ; but it may well produce something preferable, not only 
politically but economically, to the actual results achieved by the 
combination of Free Trade, currency over-valuation and rigidity of 
money wages. 
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What tends to be forgotten or denied in the popular revolt 
against traditional views is that the Free Traders, even when all 
this is admitted, were fundamentally saner and empirically sounder 
than the opposing school. Their theoretical armour may have been 
defective ; and it may have been naive to attempt to sell the idea 
of cheap consumers goods to a people deafened by the wholesale 
smashing of rice bowls. But there can be no two views about the 
need of a great exporting country for cheap food, about which most 
of the actual controversy raged. In so far as it is not mere aes 
pleading on behalf of vested interests, the Protectionist creed i 
in any case a mere counsel of despair. 

Considered as an aid to employment, it simply means devoting a 
needlessly great expenditure of resources to the production of 
commodities which could be obtained indirectly by means of a 
smaller expenditure of resources, in exchange for exports. It is to 
be hoped that we have now got to the stage of recognizing that 
inefficient production is also an inefficient method of creating 
employment, since the latter object can always be achieved by the 
undertaking of constructive expenditures which add something to 
the real wealth of the community as a whole. 

This does not, unfortunately, dispose of the matter; for apart 
from the arguments for protection to serve non-economic ends, 
such as defence or the maintenance of a “‘ balanced economy,’’ it is 
always possible to discover fancy arguments for protection on the 
economic plane. Thus, the able but inevitably depressing review of 
“Commercial Policy in the Inter-War Period”’ by the League of 
Nations points out that: ‘‘ In Germany and in En gland, there was 
a deep-lying (though still but half recognized) economic reason for 
protecting and fostering agriculture. 30th these great industrial 
States had reached a stage in economic evolution at which a large 
proportion of their exports took the form of capital goods, a form 
of trade peculiarly sensitive to economic fluctuations. When this 
stage is reached, insurance against fluctuations may become more 
important than maximum income in the optimum year. That 
insurance can be effected by diverting productive activities to 
agriculture and to industrial consumption goods. It was so effected 
in both countries.”’ It is even possible to discover a number of 
reasons for protecting articles which the country does not produce 
and has no immediate prospect of producing: ‘‘ The purpose of 
the duties on such goods was threefold: to produce revenue, to 
encourage the establishment of foreign industries within the country 
and to restrict the volume of non-essential imports in order to 
safeguard the national balance of payments and currency.” 

Nevertheless, there can be no doubt that in recent years by far 
and away the most important reason for the trend towards economic 
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nationalism was the desire to minimize unemployment. The League 
review already referred to points out, for example, that : “ The 1927 
Conference, in insisting on tariff reduction and in reiterating the 
demand for long-term agreements, tariff stability and the abandon- 
ment of the practices of commercial warfare, took too narrow a view 
of a highly complex problem. Had the Conference been held ten 
years later, there can be little doubt that it would have placed the 
need for joint anti-depression policies in the forefront of its 
programme. That could not have been expected in 1927. But in 
that year and throughout the earlier post-war years, commercial 
policy tended to be considered as a problem distinct and apart and 
not as an aspect of economic policy as a whole.” 

In this country, at any rate, though it is not easy to detect any 
broad principles underlying the mass of Orders made by the Import 
Duties Advisory Committee, it seems quite clear that the reduction 
of unemployment was the main object of the recommendations made. 
This conclusion is reached, for example, in the admirable analysis 
of the “ Trade Regulations and Commercial Policy of the United 
Kingdom,” published by the National Institute of Economic and 
Social Research. ‘‘ Examples of the reasons given to justify higher 
tariff rates,’ it is pointed out, “‘ were a fall in the price of imports, 
price cutting by foreign suppliers, unemployment in the domestic 
industry, and the existence of a situation in which the domestic 
industry is capable of rapid expansion, particularly if such an 
expansion would reduce cost. In general, it may be said that the 
grounds on which increases in tariff rates are justified by the I.D.A.C. 
reveal that the main object of their policy was the reduction of 
unemployment in domestic industry. Wherever it appeared likely 
that a higher duty would increase employment in the United 
Kingdom industry without causing a large increase in the cost of 
home production, a higher duty was generally recommended.” 

The interesting thing is that the erection of tariff barriers as an 
aid to employment should have been found necessary when sterling 
was no longer tied to fixed exchange parities under the gold standard. 
In the past, the most plausible argument for protection has always 
been the desire to offset the effect of currency overvaluation, without 
upsetting the existing system of exchange parities and possibly 
invoking a competitive depreciation race. Paradoxically, exchange 
depreciation seems always to have been more fiercely resented than 
the raising of tariffs, possibly for the reason that the depreciation 
of a currency to its equilibrium level will correct that country’s 
balance of payments by stimulating exports as well as by reducing 
imports. The very fact which makes an adjustment of the exchange 
technically superior to the use of tariffs to bolster up an over-valued 
parity, in other words, renders it politically more objectionable in 








rue 


)27 
he 
n- 
ew 
en 
he 
its 

in 
lal 
nd 


ly 
rt 
on 
le. 
31S 


> Ve 


EEE a Oa a ee ae 








COMMERCIAL POLICY AFTER THE WAR 137 





the eyes of other countries. So far as Continental countries are 
concerned, this phobia about exchange adjustments obviously 
resulted from vivid memories of galloping inflation in the war and 
immediate post-war period. Thus the League of Nation’s review 
of commercial policy points out that many of the recommendations 
made by international bodies were rendered unacceptable by inhibi- 
tions based on recent experience, by far the most important of these 
being the “fear of inflation which was deeply imbedded in the 
minds of the public in all those countries that had passed through 
a period of hyper-inflation in the 20’s. This fear, coupled with a 
widespread misunderstanding of the nature and causes of inflation, 
led the governments of many of those countries to reject immutably 
all proposals in favour of devaluation.” 

In this country, too, an unreasoning faith in hard money was 
almost as deeply rooted ; for if we lacked the practical experience 
of inflation enjoyed by the Continent, misunderstanding of the 
nature and causes of inflation was as widespread and complete here 
as elsewhere. The international position of sterling does nevertheless 
place obstacles of a more rational nature in the way of ready adjust- 
ments to the equilibrium level. On the one hand, there is the use 
of sterling as the unit of account for capital transactions. A deprecia- 
tion of sterling necessarily administers a shock to international 
confidence by reducing the value of sterling assets owned by persons 
in other countries. In sdidition. it may adversely affect our own 
invisible exports by reducing the real value of debt service and 
other sums payable in sterling. Secondiy, the adoption of sterling 
as an exchange standard by the whole of the | “mpire and by many 
countries outside it makes it almost impossible for the United 
Kingdom to devalue vis-a-vis a large part of the rest of the world. 

Obviously, the problem can never be a straightforward one. 
But a number of factors should help to make international agreement 
on reasonable commercial policies a more hopeful p: issibility than 
at any previous time. In this country, at any rate, full employment 
is now accepted as the primary objective of policy ; and the hard 
money views that would prevent the realization of such a policy 
are now confined to the eccentric few. In the transition phase, 
too, available supplies of goods will fall far short of the potenti: ! 
demand, due on the one hand to the running down of capital a 
home and abroad, with the re ‘sulting gap in our balance of payme ns. 
and on the other hand to the war-time accumulation of unspent 
savings. Hence the public is unlikely to be satisfied merely with 
the maintenance of money income at a high level, but will be 
concerned also with the achievement of a high national income in 
real terms. Among other things, this should he ‘Ip towards a realiza- 
tion of the advantages of inte national division of labour. 
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or the first time, in other words, it should be possible to approach 

e problem of commercial policy free from any inhibitions about 
the » adjustment of exchange rates, and free from any preoccupations 
about the creation of employment for its own sake. For once in 
a way, that is to say, the genera! public 1 may be able to see eye 
to eye with the economists about which is the debit and which the 
credit side of the international balance-sheet, to recognize that 
exports are not desirable for their own sake, but pure! ly as a means 
of securing imports (and, it must now unfortunately 1 be added, of 
neeting our external obligations). If this set-up does not dispose 
of the nen-economic arguments for excluding other people’s goods, 
it certainly disposes entirely of fantastic policies such as the sub- 
sidization of exports. Ina context of scarcity, or even of fulle mploy- 
ment, the idea of giving away goods to foreigners is lacking in 
appeal. And since the fereigners cannot be relied upon to appreciate 
the blessings of dumping, this removes one pote ntial cause of strife. 

To establish the correct place of exports in our economy, however, 
is merely the first step towards a choice of shania policy. It 
is quite incontrovertible that the achievement of an “ expanding 
a economy,” which offers the highest polenéial standard of 
living both for this country and the world as a whole, is possible 
on ly on the basis of a | trade with stable and freely con- 
vertible currencies. But that does not in the least mean that any 
regime of free and stable exc en s will, in fact, promote the general 
well-being. On the contrary, the whole experience of the inter-war 
period might have been designed to drive home the lesson that, 
unless money incomes are flexible downwards as well as upwards, 
the attempt to maintain a fixed exchange rate Sir have dire results 
for countries having an adverse balance. nd the deflationary 
pressure with its corollary of unemploym ae can be still further 
intensified if the countries with a favourable balance choose to 
hoard the international money medium (e.g. gold) instead of following 
an expansionist pene: y. 

The advantages of multilateralism, in other words, can be too 
dearly bought. “if the only multilateral system to be obtained in 
practice were one likely to lead the world into a deflationary spiral, 
then it may well be that the highest acézal standard of living might 
be secured under a regime of bilateral trading designed (in flat contrast 
to the bilateral agreements of pre-war days) to secure the maximum 
of imports for the minimum of exports. Such a system could not 
hepe to produce the high degree of prosperity attainable with 
international co-operation under a multilateral regime, but it might 
well produce better results than a multilateral regime mangué. In 
other words, it is bilateral trading that is entitled to rank as the 
available second best, not an international scheme lacking adequate 
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safeguards against deflation and unemployment. 

If it is to be worth while, or even reasonably safe, for this country 
to commit itself to an international scheme several conditions have 
to be satisfied. There must be an assurance that exchange rates 
will be fixed at levels consistent with equilibrium on current account 
given a high level of national income throughout the system. This 
guarantee of an expansive environment is necessary not only for 
purposes of domestic monetary policy (which will have the avoidance 
of unemployment as primary objective) but also to ensure that the 
relative expansion in exports needed to fill the gap in our balance 
of payments will not cause the terms of trade to move too sharply 
against us. When rates are fixed on this basis, of course, quotas 
under the international scheme are not to be regarded as credits 
extended by countries pre-determined to be surplus countries in 
virtue of the fact that their currency will be under-valued for pur- 
poses of the scheme. On the contrary, quotas will fulfil their proper 
purpose of covering the temporary adverse balance of avy countries 
whose currency proves to have been fixed initially above the equili- 
brium level. In addition, the scheme must ensure that not merely 
part of the burden of adjustment but the main part of the burden 
is transferred to the shoulders of surplus countries ; since incomes 
are sticky downwards but not upwards, and expansionary policies 
do not therefore present the same problems as deflationary policies. 
And the less willing the surplus countries are to assist in the 
restoration of equilibrium, the more important it is that exchange 
rates should be flexible. 

Whether such conditions will in fact be fulfilled in any actual 
international scheme depends, of course, on the attitude of the 
United States—or, perhaps, one should say on which of the two 
Americas proves victorious in the tug of war now going on between 
the economic isolationists and those of more liberal mind. All is 
well if America’s economic policy is to be based upon the views 
associated with such people as Mr. Henry Wallace or Mr. Cordell 
Hull, under whose influence the United States was a reformed 
character in matters of commercial policy from 1934 onwards—to 
say nothing of Mr. Roosevelt himself. Reasonable prospects of 
co-operation were held out by the views recently expressed in this 
country by Mr. Eric Johnson, President of the American Chamber 
of Commerce. But one has also to reckon with the deep-seated 
protectionism and obsolete monetary ideas of American business 
in general—elements whose views are likely to command increasing 
deference as the Presidential election approaches. 

How firmly ingrained is the protectionist mentality in the United 
States is well expressed in a final passage from the League publica- 
tion already quoted above: ‘‘ The fears of foreign competition 
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entertained by the American producers—agriculturists as well as 
manufacturers—would scarcely have withstood the test of objective 
analysis. The real explanation of post-war tariff policy in the 
United States lay in the widespread belief in the desirability of high 
tariffs as such . . . in the existence of a deep suspicion of import 
trade as an element of disturbance and depression and a belief in 
the beneficial effects of econoniic isolation, a belief based on the 
experience of the preceding half century or more, during which the 
United States had grown to be the greatest and most prosperous 
industrial country in the world under a system of high tariffs. The 
Fordney-McCumber Tariff was a development of that trend, which 
persisted in spite of the fundamentally changed position of the 
United States when she ceased to be a debtor country and became 
the world’s greatest creditor.” 

As to the danger from reactionary monetary ideas, we have a 
clear warning in the White Plan itself, with its talk of the “ rationing 
of scarce currencies.’’ But the White Plan was positively expan- 
sionist by comparison with the revised draft, which we can hardly 
be expected to take seriously. By increasing the gold contribution in 
the quotas to $2,500 millions, it would do its best to set up a defla- 
tionary scramble for gold at the outset. After the first three years, 
exchange rates would be frozen stiff, for the hope of securing the 
necessary majority for amendments would be slender indeed. And 
with this delightful prospect, members are asked to give an under- 
taking to abolish exchange restrictions, with no countervailing 
undertaking that surplus countries would not raise tariffs (and 
so make nonsense of the exchange rates fixed) nor, of course, that 
persistent under-importers would do anything more than accept 
delivery of a billet-doux from the Fund telling them what naughty 
boys they are being. All this would mean nothing more than the 
equivalent of a return to the gold standard in 1921 instead of 1925. 

Perhaps one should not be too easily depressed by the seeming 
gulf between the British and American approaches. After all, the 
latest document is described as “ in every sense a preliminary one.’ 
It has not received the approval either of the U.S. Treasury or of 
the Administration, so that there is always the hope that Mr. 
Morgenthau will produce something less offensive to the British 
palate. And in the matter of commercial policy, the American 
repugnance to imports can be reconciled with the needs of an inter- 
national monetary system provided America is prepared to export 
capital regularly and on a sufficient scale. Rather than commit itself 
to any international scheme of the kind hitherto put forward, how- 
ever, this country, if it is wise, will look for its salvation in the 
second-best of bilateralism. 
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Distinguished Service 


ANKING can be proud of its men in the Services. Four years 

B of war have produced countless examples of heroic exploits 
and high achievement by men who before they joined the 

Forces were “quietly serving the public behind the counters of a 
bank. The outstanding Service records of such men will be a 
source of pride to their comrades in arms to whom the war has 
not brought the same opportunities for leadership or spectacular 
exploits, and to their other comrades who have stayed behind to 
keep the wheels turning. 

Though the internal organs of individual banks report distinctions 
gained by members of their own staffs, it was felt that records of 
especially distinguished service by former bank officials would be 
of interest to our readers as a whole. With the cooperation of the 
banks concerned, we are able to give below a preliminary selection 
of a few such outstanding records. It is hoped to publish further 
notes of this character as additional material becomes available. 

The Squadron Leader, brought down 140 miles from his base and 
picked up by a patrol after sixteen days wandering in the desert ; 
the Staff Captain, at one time A.D.C. to General Montgomery, 
killed in action after transferring to a Tank regiment as a Lieutenant 
because he preferred more active work ; the Battle of Britain pilot 
who brought down two enemy bombers and two fighters in a single 
combat ; the pilot who got home after bombing Tobruk with all 
four engines hit; the subaltern who has risen to the rank of 
Lieutenant-Colonel after fighting in all the Middle East campaigns 
since the beginning of the war—these are among the gallant bank 
officials whose stories are briefly told in the initial batch of Service 
records which follow: 


Coutts 

SQUADRON-LEADER ALBERT DEREK FRECKER, D.F.C., entered 
the service of Coutts & Co. in September 1930, was released for 
training with the R.A.F. in March 1939, and has been awarded the 
D.F.C. for courage, leadership and conspicuous devotion to duty. 
After taking part in the raid on Vaagso, Norway, he proceeded to 
the Middle East. On the 6th December 1942, after raiding 
Buerat, his Beaufighter was shot down behind the enemy lines 
west of Sirte. Although he was 140 miles away from his base, he, 
with his companions, set out to make the arduous trek across the 
desert. On the sixteenth day, after much privation, they were 
picked up by an armoured car patrol, having avoided, by the help 
of friendly Arabs, the German troops retreating westwards. 

Lr. ARTHUR D. B. Harre, M.C., entered the service of Coutts 
& Co. in March 1931. At the outbreak of war, Mr. Harré was serving 
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with the Westminster Dragoons, and in January 1940 he went to 
France as a Motor Control Liaison Officer under General Montgomery. 
He was awarded the Military Cross for courage, leadership and 
devotion to duty, and was afterwards in the evacuation from 
Dunkirk. On his return to England he became A.D.C. to General 
Montgomery, and then Staff Captain. Preferring more active work, 
he transferred to a Tank Regiment as Lieutenant, and went to Egypt 
in May 1942. He was killed on the 27th October 1942. 

The following is an extract from a letter written by General 
Montgomery to Mr. Harré’s father, the Reverend A. T. Harré: 
‘ He was fighting his troop in a big tank battle ; he did magnificent 
work and quickly knocked out a number of enemy tanks. Then 
the enemy retired. Then the Squadron-Commander sent out a call 
to follow up. Arthur went forward with his troop. He did great 
vork, but finally he received a direct hit from an anti-tank gun, 
and was killed. He was a magnificent fighter, and it is leaders like 
him that made possible our great victory a few days later. He is 
buried in a valley near El Wishka, some miles south of Alamein. 
. . . IT was very fond of him, and was much upset when I heard of 
his death. I had only, just before I heard, issued orders that he 
was to come in and serve on my Staff. . . . Iam very sorry for you, 
as I know he was all in all to you.” 


District Bank 


Lt.-CoLt. JAMES HALL, who was manager of the Bredbury (near 
Stockport) office, was a Major in the gth Bn. Manchester Regiment 
(T.A.), and was embodied immediately on the outbreak of war. 
He saw service in France and came successfully through the Dunkirk 
evacuation. He has recently been promoted to the rank of Lt.-Colonel 
and he is now serving on a War Office Selection Board. Mr. Hall 
entered the service of the bank in August 1918 and, prior to his 
appointment as manager at Bredbury in October 1936, served at 
several branches in the Manchester area. 

FLYInG OFFICER PETER HEYwoop was on the staff of the 
Hebden Bridge branch before joining the R.A.F. in October 1g4o. 
He was a Flying Officer and was awarded the Distinguished Flying 
Cross in November 1942. Shortly afterwards he was reported missing 
after a raid over Germany. Mr. Heywood is 22 years of age and 
entered the service of the bank in November 1936. 

Lr.-CoL. GEORGE Dopcson HoLME joined the service of the 
bank in October 1924 and was on the staff of the St. Annes-on-the-Sea 
branch. He joined the Territorial Army in 1926 and became a 
Captain in the 350th (Lancaster) Field Battery, Royal Artillery, and 
later he was in command of the 35th (Blackpool) Battery, attaining 
the rank of Major in 1934. Just prior to the war he took over the 
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command of the Blackpool Field Regiment, namely, the 137th (A) 
Field Regiment, R.A., and he attained the rank of Lieutenant- 
Colonel. He was killed in January 1942 in Malaya, when Japanese 
tanks broke through the positions held by his regiment and he went 
out to reconnoitre. A brother officer stated that he was without fear 
in times of danger. 

Pitot OFFICER THoMAS FRANcIS NEIL, who was on the staff of 
the Gorton (Manchester) office before joining the R.A.F. in September 
1939, was awarded the D.F.C. in October 1940 cir a Bar to his 
D.F.C. in the following month. The decoration was won in a single 
fight in which he shot down four enemy raiders—two bombers and 
two fighters—during the Battle of Britain. Mr. Neil was only 
18 years of age when he joined the R.A.F. V.R. as a Sergeant-Pilot 
pupil. He was called up on the Saturday before war was declared, 

id in May 1940, when he was 19 years of age, obtained his commission 
as a Pilot Officer. He was credited with the destruction of ten 
enemy aircraft during a period of three weeks about the end of 
September and the beginning of October 1940. Mr. Neil joined the 
service of the bank in October 1937. 

FLT.-SGT. GEOFFREY PAUL RYLANDS, who, before joining the 
R.A.F. in May 1940, was on the staff of the Altrincham branch, 
was reported “ Missing, presumed killed’ in March 1942. He was 
a Flight Sergeant, and in July 1942 was awarded the Distinguished 
Flying Medal. He was 22 years of age and entered the service of the 
bank at the Peter Street, Manchester, office in February 1937. 
Fit.-Sgt. Rylands was a great-nephew of a director of the bank, 
Sir William Peter Rylands, Bt. 

SuB-LT. PETER HARDY WoopHAM, who was on the staff of the 
Birkdale office before he joined the Forces in November 1940, has 
been awarded the D.S.C. for “ Skill, bravery and sustained resolution 
in many air attacks against enemy submarines and E-boats in the 
Mediterranean.’”’ Mr. Woodham, who is 26 years of age, is in the 
Fleet Air Arm and was promoted to the rank of T/Sub- Lieutenant 
in 1942. Mr. Woodham joined the service of the bank in July 1936 
at the High Street, Manchester, office and has served also at Sedgley 
Park and Water Street, Liverpool. 


Glyn Mills 

PiLoT-OFrFIcER F. J. L. Wyatt, formerly a member of Glyn, 
Mills staff, had been concerned in operations over German and 
French territory before the experience in Libya which won him the 
award of the D.F.M. The following account of this exploit appeared 
in a daily newspaper: “Cairo, Sunday (20/12/42)—Four bomber 
pilots, one of whom had taken part in the ‘ Tiveond Bomber Raids ’ 
over Germany, were in the list of immediate awards issued to-day 
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by the R.A.F. Middle East H.O. . While he was bombing 
Tobruk a shell burst close to Sergt. Wyatt’ S port wing, causing two 
engines to smoke. Another caught fire. . . . By jettisoning equip- 


ment it was found possible to maintain height. When the aircraft 
landed it was found that all four engines had been hit.”’ 


Lloyds Bank 

CAPTAIN J. wal sRADFORD (deceased) was born in 1914, entered 
the bank in 1933 and was stationed at Newport (Mon.) branch 
when he was a up. He joined the Territorial Army in 1937, 
left for service in the rank of 2nd Lieutenant shortly after the 
outbreak of war, and became a Captain in July 1940. He was in 
a Commando unit, and took part in the raids on Narvik and 
St. Nazaire. In December 1942 he was one of the leaders of the 
daring raid which was made on the enemy’s rear in Tunisia. The 
group of which he was in command came within five miles of Bizerta, 
but they were very tired and Captain Bradford decided to withdraw 
into the hills with a view to making a raid the following night. 
Whe n dawn came it was discovered that they were still separated 
from the hills by another valley, and Captain Bradford ordered his 
men to break into small parties and +o their way to them indi- 
vidually. He remained until the last, by which time the Germans 
had opened fire and he was severely wounded. His comrades carried 
him for two miles, but he died of his injuries. 

WinG-ComMANDER I. R. CAMPBELL-ORDE was born in 1907 and 
entered the bank in 1925. He was keenly interested in flying before 
the war, and in December 1929 joined the 600th City of London 
Fighter Squadron, Auxiliary Air Force becoming a Flight-Lieutenant. 
Shortly before the outbreak of war he was called up from Berkeley 
Square branch, and in September 1939 was promoted Squadron- 
Leader. He became commanding officer of a Station Flight and 
second in command of the Air Fighting Development Unit, being 
given command of the latter in April 1941 with the rank of Wing- 
Commander. In June 1942 he was mentioned in despatches and in 
January this year received the Air Efficiency Award. In March last 
he was attached to the American Air Force as Tactical Adviser. 

PILoT-OFFICER C. C. CorDER, C.G.M., was born in 1917, entered 
the bank in 1936 and was serving in the Premises Department at the 
time of his call up. He joined the R.A.F*. as an A.C.2 in May 1940, 
became a Flight-Sergeant in August 1942 and was commissioned as 
Pilot-Officer in January of this year. While a Flight-Sergeant, he 
was awarded the C.G.M., the official citation stating that ‘after the 
‘plane in which he was serving as observer had been damaged he 
coolly continued his duties while the pilot struggled home at sea 
level—one engine failed and the second engine caught fire. The 
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citation continued: ‘‘ He guided the pilot to the lowest part of a 
cliff, which was crossed safely, and the ’plane crash-landed on an 
airfield, bursting into flames. Flight-Sergeant Corder and the pilot 
jumped clear. In the face of an appalling situation the airman dis- 
played skill and courage in keeping with the highest traditions of 
the R.A.F.’’ At the time of his award he had participated in 
seventy-one operational missions. 

PAYMASTER-CaAPTAIN F. L. Monk, R.N ..R. (deceased) was born 
in 1892 and entered the bank in 1908; he was appointed sub- 
manager at Ludgate Hill in 1928 and mana: ver in 1931. He joined 
the R.N.R. in 1912 and served throughout the last war. He was 
called up shortly before the outbreak of hostilities and in June 1942 
was promoted Paymaster- —— being the first officer to attain 
this high rank from the R.N.R. He was serving in H.M.S. Hecla 
and lost his life in November 1942 when this vessel was sunk in the 
North African operations. 

FLryInG OFFIceER R. J. Puitiips, D.S.O., was born in IogII, 
entered the bank in 1928, and was stationed at Andover branch 
when he was called up. He joined the R.A.F. in September 1940 
as an A.C.2, was commissioned a year later and was promoted Flying 
Officer in October 1942. Flying Officer Phillips, who had been at 
the time seconded to an American unit in North Africa, was observer 
in the leading aircraft of a formation which attacked strongly 
defended areas. Approaching the target, his ‘plane received two 
hits. One nearly severed one of his feet and the other put one of 
the engines out of action. The official citation rezarding his award 
reads as follows : “‘ Despite intense pain this officer continued calmly 
to direct the formation on to the target, giving the pilot the necessary 
corrections of course, and dropped his bombs. On the completion 
of the task he attended to his injuries and then collapsed. On arrival 
back at base he was removed to hospital, where the injured foot was 
amputated.’” He is now in hospital in this country. 

Major-GENERAL R. F. E. Wuittaker, C.B., O.B.E., T.D., was 
born in 1894 and entered the bank in 1g1r. He was appointed 
manager at South Norwood branch in 1927, at Woolwich in 1931, 
and at Whitechapel High Street in 1938. He ~—e the Territorial 
Army in 1911 and served throughout the last war. After demobiliza- 
tion he continued in the Territorial Army with an A.A. unit, rising 
to the rank of Brigadier before he was called up at the commence- 
ment of hostilities. He was promoted Major-General in November 
1940, and is Chief-of-Staff, Anti-Aircraft Command. The appoint- 
ment of a Territorial Officer to such high rank is a signal honour. 
General Whittaker has always been keenly interested in Rugby 
football and during last season was made chairman of the Army 
Rugby Football Union. He revels in work. 

Major R. Wyny, D.C.M., was born in 1905, entered the bank in 
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1922, and was stationed at 72 Lombard Street when he was called up. 
He joined the Territorial Army in 1938 and left for service in the 
ranks shortly before the outbreak of war. He was awarded the 
D.C.M. in July 1940, and three months later obtained his commission. 
He was promoted Captain in May 1941 and Major in June last. 
He is serving overseas in the Queens Royal Regiment. 


Martins Bank 

Major A. H. Birse, O.B.E., joined the Forces in March 1940, 
being appointed to the Intelligence Corps as a Second-Lieutenant, 
and shortly afterwards promoted full Lieutenant. After some service 
at the War Office, he was transferred to G.H.Q., Middle East, with 
the rank of Captain, and from there accompanied the British Military 
Mission to Moscow owing to his knowledge of Russian and other 
Central European languages. In July 1941 he was promoted Major. 
He was transferred subsequently to Teheran, where he acted as 
Assistant Military Attaché, but has since returned to Moscow to 
take up a post at the British Embassy there. 

Lt.-CoL. I. G. CLARK has seen service in the Middle East, won 
the Military Cross and risen to his present rank from that of 2nd Lieut. 
He has participated in all campaigns there since the outbreak of war, 
including those in Greece and Crete. He was in temporary charge 
of his Anti-Tank Regiment, R.A., in the final battle resulting in the 
capture of Tunisia and, following interviews with Generals Mont- 
gomery and Horrocks, was recommended for a command of his own. 
His unit was inspected by the King during his recent tour. Prior 
to the war, Col. Clark was on the staff of the Ormskirk branch. 

FLYING OFFICER A. H. DuRINGER: Prior to receiving his com- 
mission in the R.A.F., he was awarded the D.F.M. in recognition 
of gallantry. The official citation states that : ‘‘ He has consistently 
displayed a strong sense of duty and determination which has 
inspired a high standard of morale in the crew in which he is wireless 
operator. He is keen and able and his unusual initiative and resource 
have been a great asset in the completion of many successful sorties.” 
He entered the R.A.F. in May 1940, prior to which he served on 
the staff of Martins Bank in Liverpool and Birmingham. 

SECOND-LIEUTENANT J. W. Moore, before the war, was a 
member of the staff of Martins Bank, Laygate branch, South Shields, 
was awarded the Military Medal for gallant and distinguished service 
in the Middle East early last year, and commissioned on the field. 
Unfortunately, he was captured soon afterwards, and is at present 
a prisoner of war in Italy, though apparently in good health. 
Lt. Moore, who was educated at Duke’s School, Alnwick, entered 
the service of Martins Bank at Berwick-on-Tweed in 1924. He was 
transferred to South Shields in 1931. As a member of the Territorial 
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Army he was mobilized on ist September 1939. 

FLT.-SGT. R. G. THACKERAY joined the R.A.F. in February 1941 
and has seen much active service, participating in operations against 
targets in Libya, Crete, Tunisia, Sicily and Tripoli. He was recently 
awarded the D.F.M., the official citation stating that: ‘‘ On each 
sortie he has behaved with cool determination, continuing his search 
for a target until satisfied the correct objective had been reached. 
Throughout all his operations he has displayed great determination 
and courage.”’ Flight-Sergeant Thackeray entered Martins Bank at 
Halifax in 1938 from Hipperholme Grammar School, and served 
short periods at Brighouse and Wyke before joining the R.A.F. 

Lt. G. A. TOWNSEND joined the staff of Martins Bank, Brown 
Street, Manchester, in 1934 from Rydal School. He has been on 
continuous service in the Middle East for the past three years. In 
September 1942 news was received that he had been awarded the 
Military Cross for gallantry in action. Lieutenant Townsend was one 
of the earliest men in the bank to leave for service in H.M. Forces. 
He began a course of training at an officer cadet unit in September 
1939, and was granted his commission in December of that year. 

Capt. }. C. WILLIS has been in the Middle East since the outbreak 
of war. He took part in all the earlier battles in Libya, and also 
in the campaigns in Greece and Crete. He was awarded the Military 
Cross for gallantry during operations in Libya, and subsequently 
added to his distinctions by gaining a Bar to his decoration. He has 
been severely wounded. A son of Mr. A. E. Willis, former manager 
of Martins Bank, Keighley, now retired, Captain Willis entered the 
bank in 1937 from Sedbergh School. He joined the Army Reserve 
of Officers prior to the war. His record of distinguished service is 
a proud one. 


National Bank 


Fuicut-Lizut. E. F. CHANDLER joined the Royal Air Force in 
October 1939 from Camden Town branch. He was awarded the 
Distinguished Flying Medal for bravery at Malta and elsewhere. 

Major E. K. HAWKINS joined the Westminster Dragoons in 
October 1939 from Charing Cross branch. He obtained a commission 
in December 1939, and is serving as a General Staff Officer at the 
War Office. 

Major H. L. Urcott-GiLr joined the Inns of Court Regiment 
from Belgravia branch in September 1939. He obtained a com- 
mission in April 1940, and was awarded the Military Cross in March 
last for gallant and distinguished services in the Middle East. 

Fuicut-Licut. S. G. Wricut, who joined the Royal Air Force 
in July 1940 from Old Broad Street office, was awarded the 
Distinguished Flying Cross in April 1942. Following a raid over 
Cologne in May 1942, FIt.-Lt. Wright was reported a prisoner of war. 
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Exchange Control and Censorship: 
An Alternative View 


N the July issue of THE BANKER, Dr. Paul Einzig advocated the 
maintenance of postal censorship after the war, together with 
the exchange of information between governments, as necessary 

means towards the maintenance of an effective exchange control. 
As his main argument in favour of the maintenance of postal censor- 
ship, Dr. Einzig says that to the best of his recollection, “‘ whenever 
reasonably stringent exchange control has been adopted it has 
always been accompanied by postal censor ship. This was certainly 
the case in this and other countries during the last war and this war, 
and also of Germany and the countries which sought to apply 
water-tight restrictions between the two wars.” But the problem 
is surely entirely different in war and in peace, the essential 
difference being that in wartime there is scarcely any per- 
sonal contact between the individuals of the different nations. 
Postal censorship is then effective because no communication is 
possible except through the mails. In the inter-war period, on the 
contrary, postal censorship was uot effective because individuals 
could travel freely between countries with controlled currencies and 
those with free exchanges—and no postal censorship can catch 
offenders who do not write letters, or who post them abroad. 

Every foreign exchange dealer will remember the flourishing 
markets for prohibited payments and “ smuggled” banknotes 
which existed, for all currencies except their own, even in countries 
with foreign exchange restrictions, and which in most cases had the 
blessing of the local central bank. Such markets existed in Vienna, 
Budapest, Prague, Bratislava, as well as in Warsaw and the Baltic 
States, to give a few examples from countries imposing strict control 
of their own currencies—to say nothing of centres in free exchange 
countries, such as Ziirich, Amsterdam, Brussels, Antwerp, London 
and New York. Any amount of “ black ’’ Reichsmarks could be 
bought and sold in Amsterdam or Ziirich. 

If postal censorship were maintained after the war, it would 
have to be supplemented by the prohibition of free travel to and fro 
the restricted country if the exchange control were to be made 
water-tight. This has, in fact, been the case in the only country 
which had an effective foreign exchange control before the war: 
namely, the U.S.S.R. How little satisfied Germany was with the 
success of her drastic foreign exchange control can be seen from 
the fact that the German Government offered twice during the period 
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of control—namely, in 1932 under Papen and 1938 under Hitler— 
a total amnesty to those surrendering their foreign exchange holdings 
forthwith. Now, if control through postal censorship had been 
efficient, how would people have been able to create foreign exchange 
holdings of suchasize that Hitler and his advisers thought it necessary 
to offer another amnesty a few years after that given by Papen ? 
Unfortunately, no figures were published of the results of these 
amnesties, but it can surely be presumed that no second amnesty 
would have been offered, had not the result of the first been encour- 
aging. Indeed, while severe penalties will prevent some people 
from contravening foreign exchange regulations, they will equally 
prevent those who have offended from remedying their offence. 

With regard to the exchange of information between governments, 
a similar situation prevails. A system of exchange of information 
can only be effective if all governments collaborate thoroughly. 
If there is only one “ Liechtenstein ’’ which is prepared to give 
shelter to flight capital, the whole exchange of information will 
have lost its value. In addition, no exchange of information will 
work if the “trustees”’ of the flight capital do not collaborate. 
While banks and other institutions in most countries will no doubt 
collaborate in such a scheme, if asked by their own governments 
to do so, there will always be individuals who will not collaborate, 
either for sentimental or material reasons. Exchange of information, 
however, is an entirely new device and its usefulness has still to be 
demonstrated should it be tried in the future. But so far as postal 
ce ensorship is concerned, there is in the view of the present writer 
already abundant evidence from actual experience to show that its 
results are not sufficiently valuable to overcome the objections to 
censorship on general grounds. 

If control of capital movements is necessary after the war, as will 
almost certainly be the case, the approach to the problem must be 
quite a different one. The only substantial sources from which 
individuals can acquire foreign exchange are through merchandise 
exports and invisible exports. By means of careful supervision of 
such matters as the pricing of exports, the grant of credit to foreign 
customers and the repatriation of export proceeds, it should be 
possible to ensure that capital does not migrate abroad on at any rate 
a really formidable scale. Such a system cannot, admittedly, hope 
to be watertight. Individuals determined to take their money out 
of the country will almost certainly find means to do this through 
private compensation arrangements or the smuggling out, in defiance 
of the law, of notes, jewels and other articles of small size and high 
value. It is only such minor losses of exchange, however, that 
postal censorship and all the other paraphernalia of the police State 
can hope to circumvent. 
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Exchange Rates of Liberated Countries 
By Paul Einzig 


HE problem of fixing exchange rates for liberated countries— 

whether freed from Axis control or from the tyranny of their 

own Nazi or Fascist Governments—is one of first-rate im- 
portance. It should receive the public attention it deserves. In 
the absence of adequate interest in the problem in British and 
American political circles, in the press and by public opinion, the 
British and U.S. Treasuries have drifted into a policy that, unless 
reversed in time, is likely to become the source of endless economic 
and _ political difficu!ties on the Continent after the war. For the 
experience of the fixing of the lira rate, and to a less extent that 
of the fixing of the franc rate, seems to indicate that the two Treasuries 
are proceeding in this matter with a deliberate disregard of funda- 
mental economic considerations. This attitude is bound to avenge 
itself in the long run. 

The fact that the liberated countries come under British-American 
military occupation enables the two Treasuries to determine the 
exchange rates of these countries. It is true that the parities they 
fix are supposed to be temporary. But then there is a good deal in 
the French saying that ce n’est que le temporaive qui dure. By the 
time the Governments of the countries concerned have become 
sufficiently consolidated to have their say in the matter, the level 
of prices, costs and wages will have been adjusted in some degree 
to the rates adopted in the interim period. 

The first exchange rate fixed for liberated territories under 
military occupation was the lira rate in Eritrea and Italian Somali- 
land. It was fixed early in 1941 by the British authorities at 
480 to the pound. Subseque ntly, this rate was applied also to 
liberated Libya. After the invasion of Sicily in July, 1943, the lira 
rate for European Italy was fixed by the Allied Governments at 400. 
Some months earlier, following on the Allied landings in French 
North Africa, a rate of 300 francs to the pound and 75 “francs to the 
dollar has been fixed. Subsequently, these figures were modified at 
the Casablanca conference to 200 francs.and 50 francs respectively. 

What is bound to strike even the superficial observer is that all 
these rates are remarkably round figures. The only exception is 
the lira rate for Africa. Why did the Treasury, acting on the advice 
of Lord Rennell of Rodd (then Mr. Francis Rodd), who was in charge 
of the military administration of civil affairs in Italian East Africa, 
choose exactly 480, instead of 500 or 450? Neither the rate of 
480 nor the two alternative rates suggested can have been anywhere 
near the purchasing power parity of the lira in East Africa. The only 
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official quarters in London which were competent to express an 
opinion on the subject estimated the correct rate at 150. When the 
matter was brought to the Treasury’s attention, those responsible 
for taking the decision showed themselves remarkably sensitive 
even to privately expressed criticism. One naturally seeks for a 


reason. 

There can be no doubt that the spectacular rise in prices in Italian 
Fast Afric a was largely the result of the excessive devaluation of 
the lira. While immediately after the devaluation the British 


authorities may have effected some economies in occupation expenses, 
before very long the rise in prices cancelled out this advantage. 
The only possible explanation for the choice of the odd rate of 480 
must have been that it made the lira exactly « i ual to 3d., which 
simplified matters for the soldiers and especially for Paymasters. 
An explanation is not, however, always an acceptable excuse, and 
it was certainly not in this instance. 

When the rate of 480 was applied to Libya, with its much more 
highly developed economic system, critics of the rate decided to 
voice their disagreement openly, even at the risk of providing 
material for Axis propaganda. For, in the absence of public criticism, 
there was the still graver risk of the Allied Governments applying 
similar rates for marogenm Italy and other liberated territories. 
Their intention of doing so was indicated by the initial attitude 
towards the franc in North Africa. Although the rate for the French 
Colonies under the control of General de Gaulle remained unchanged 
at the pre-war figure of 176.60, the American High Command of 
the Allied E xpeditionary Force that landed in Morocco and —— 
in November 1942 fixed the rate at 300 to the pound or 75 to th 
dollar. At this rate, the franc was obv iously undervalued, pacha 
admittedly not nearly to the same extent as the lira was in Italy’s 
former African possessions. The French authorities in Algiers were 
not at all satisfied with the rate—which caused a sharp rise in prices 
during the brief period of its operation—and succeeded in inducing 
the Allies at Casablanca to revalue the franc to 200 to the pound 
and 50 to the dollar. Although at this level the rate was more in 
accordance with what seemed to be the economic parity, this was 
not the reason for the change, which was made purely as a political 
concession to General Giraud. 

The lira in Africa was fixed unilaterally by the British Treasury, 
while the franc in Africa was fixed unilaterally by the United States 
Treasury. For the first time it became necessary, after the invasion 
of Sicily, to take a joint decision. There is reason to believe that 
the british Treasury favoured the rate of 480 also for European 
Italy, but that the United States Treasury preferred the rate of 
400 to the pound and 100 to the dollar, not because it was more in 
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accordance with economic considerations, but simply because it 
made the lira equal to exactly one cent. 

Admittedly, this would be very convenient for the American 
troops in Sicily, as it spared them the necessity of simple arithmetical 

calculations. Toa somewhat less extent this was also true concerning 
the British troops. It may well be asked, however, whether it would 
not have been much simpler if this end had been achieved by issuing 
occupation lira notes—as was in fact done subsequently—as the 
sole means of payment to be used by the troops. In that case, the 
burden of conversion of pounds and dollars into lire would have 
been left on the shoulders of the Paymasters, and their task could 
have been facilitated by issuing to them conversion tables. In any 
case, it is hardly justifiable to determine the economic destinies of 
a nation—even of a defeated enemy nation—on the ground of the 
passing convenience of the Paymasters of occupation forces. 

When the new lira rate was announced, the Chancellor of the 
Exchequer was bombarded with questions and criticisms in the 
House of Commons. Beyond repeating that all relevant factors were 
taken into account when calculating the rate, he declined to 
defend the -apecgns by giving any indication of the way in which 
the figure of 400 had im fact been arrived at. To disarm criticism, 
Sir Kingsley even conveyed the impression that ” indicate the 
details of the process which resulted in the rate of 400 would be 
giving away military secrets to the enemy. In particular, he declined 
to inform the House about the level of prices and wages prevailing 
in Italy according to the Italian index numbers—though it is difficult 
to imagine how the Axis would stand to benefit by the publication 
in London of index figures compiled and published previously by 
the Italian Government 

Presumably, the explanation of Sir Kingsley Wood's reticence is 
that economic factors were ignored when deciding on the exchange 
rate. There is reason to believe that the Ministry of Economic 
Warfare, which department has collected a wealth of relevant 
material of facts and figures, was not even consulted, and one can 
only suppose that the two Treasuries were really concerned to 
choose a nice round figure at which the lira would be deliberately 
undervalued. It was admitted in official circles that they considered 
it more expedient to fix a low “ temporary ” value for the lira and 
then to raise it subsequently if necessary, cities than to fix a higher 
value and then have to effect another devaluation. In reality, it is 
always much more difficult to raise the value of a currency than 
to lower it. Once prices and wages had adjusted themselves more 
or less to the low exchange value of the lira, its upward revaluation 
would entail painful cuts in prices and wages and a disturbing 
deflationary process. Judging by recent reports, the excessive 
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devaluation of the lira has already led to a sharp rise in prices in 
Sicily, in addition to the effect of the impact of new demands on the 
available supplies. Unless the rate were adjusted fairly soon its 
adjustment would become difficult. The net result of the process 
will be a definite depreciation of the lira internally as well as inter- 
nationally. 
If Italy were the only country that would be affected by the 
Allied foreign exchange policy _ the attitude of the two Treasuries 
would be regrettable but not disastrous. It is clearly most desirable, 
however, that decisions concerning other European currencies should 
not be made on the same basis. The danger of such an extension 
of the process would be reduced if public opinion and political circles 
could be awakened to the importance of the question. Even if it 
now were too late to effect any useful revaluation of the lira rate, 
there is still time to prevent a similar under-valuation of other 
currencies, with its inflationary consequences. 


Australian War Finance 


REDIT expansion in Australia has been proceeding at an 
increasingly rapid rate in recent months. Practically the 
whole of the advance of {A 56.1 millions in trading bank 

deposits in the year to March, 1943, took place in the second six 
months, while the final quarter saw an increase of no less than 
fA 27.9 millions. At the same time, the note circulation has risen 
by approximately fA 40 millions over the year. Under the banking 
control regulations, the whole of the additional deposits have had 
to be placed in a special account with the Commonwealth Bank. 
This item consequently shows an increase of £A 53.3 millions, which 
accords closely with the rise in deposits. 

Direct Government financing and the greater liquidity of business 
firms has limited the opportunities for making new advances. 
Although these still accounted for 53.2 per cent. of total deposits in 
the March quarter, this represents a substantial decline from the 
1940 ratio of 80.4 per cent. The general fall in advances, which has 
even affected the Commonwealth Bank, has obliged the trading 
banks to increase their holdings of Treasury bills, since they are not 
permitted to purchase longer-dated Government securities without 
special authorization. 

Now that the operations of the trading banks are closely con- 
trolled, the Government has turned its attention to another aspect 
of banking policy. Critics have often maintained that the long-term 
credit facilities available to primary producers are inadequate. 
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The evidence is not very convincing, and in any event, although 
the banks do make long-term advances, it would be unsound for 
them to employ a large proportion of their resources in this way. 
If there is a need for additional facilities for long-term borrowing, 
such business should be the concern of an institution whose primary 
duty is not to its depositors. Accordingly, the Government intro- 
duced a Bill for the establishment of a Mortgage Bank as a depart- 
ment of the Commonwealth Bank. Its purpose would be to make 
loans from 5 to 41 years to primary producers, at low rates of interest 
and on the security of first mortgages on rural property. It was 
proposed that the capital of the new bank should be £A 4 millions 
and that borrowings from the Commonwealth Bank should be limited 
to Ar million. Loans to clients would not exceed £A 5,000 or 
two-thirds of the value of the security, whichever was the less. 
Banking opinion in Australia is that these additional facilities 
would not only be redundant, but that the provision oi cheaper 
and easier credit might have undesirable repercussions. 
AUSTRALIAN BANK FIGURES 
Quarterly Averages 
(£A. million) 
March, 
1941 1942 1943 


Deposits — ee ee oe : -Q jV' «5 35 6 444-7 
Cash .. a os “es ‘a { 45.6 44. 43. 
Treasury Bills ‘a ata bi AI .3 6 oe 49. 78.5 
Securities ey 33-4 57 « 58. 61 

Deposits with Commonwe alth Bank 80.5 


Advances ai - ie ‘iv i3 8.2 .O 230. 


The rapid expansion in bank deposits and the note circulation, 
referred to above, has been the direct result of greatly increased 
Government expenditure. War costs proved to be considerably 
underestimated in last September’s Budget, and the revised figure 
of {A 540 millions is over three times greater than expenditure two 
years ago. When introducing increased taxation last February, the 
Commonwealth Treasurer made it more palatable by the announce- 
ment of a National Welfare Scheme, most of which, however, is not 
to be brought into effect until ¢ iter the war. The greater part of 
the additional expenditure is in fact to be met by borrowing. With 
the current year’s loan programme complete and with revenue figures 
available for the first nine months, it is possible to outline the 
financial results for 1942/3 

In the first three qué arte rs of the year, war expenditure amounted 
to £A 407 millions. Public loans have brought in £A 184 millions, 
and war savings certificates may be estimated at £ A g millions for 
the full year. The amount raised by Treasury bills will probably 
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be around {A 197 millions, bringing the total year’s borrowings up 
to £A 390 millions, or £A 30 millions more than the revised Budget 


estimate. 
AUSTRALIAN WAR CosTs 


(£A. million) 





1942/3 
1940/1 1941/2 Budget Revised 
Actual Actual Estimate Estimate 
War expenditure... a os 290.0 319.5 440.0 540.0 
Non-war expenditure oa .. 89.1 IOI.5 109.0 112.0 
Total as a as “2BO.2 421.0 549.0 652.0 


It is satisfactory that rates of taxation have now been increased, 
since previous efforts to absorb the surplus purchasing power in the 
hands of the public had not been altogether adequate. In the last 
quarter of the year revenue has doubtless shown its seasonal buoyancy 
and reduced the strain on the Loan Funds, yet the amount of war 
expenditure financed by borrowing still seems to have been excessively 
high over the year. In the revised Budget, rates of income tax 
were raised on all levels of income, and the exemption limit was 
lowered to fA 104 per annum. If this had been in the previous 
September the subsequent rise in prices would presumably have 
been less marked. As it is, Mr. Chifley has ultimately had to impose 
more drastic taxation than that proposed by Mr. Fadden in 1941, 
although the latter’s Budget led to the downfall of his Government. 

The impression still remains that a larger proportion of Australia’s 
war expenditure should be met by taxation and savings, particularly 
as the direct controls against inflation remain incomplete. Rationing 
still applies only to a limited number of commodities, but a very 
much more comprehensive system of price controls was announced 
a few months ago, and it will be interesting to see whether this 
proves effective in checking the “ vicious spiral.’’ In principle, 
price control has some value as a measure complementary to rationing, 
but it cannot provide a solution of the problem of equitable distribu- 
tion, particularly if the shortage of goods becomes more acute. 

The new object of Australian price control policy is to peg prices 
at the level ruling on April 12, instead of permitting adjustments in 
accordance with changes in costs. It is realized that increases in 
costs cannot be entirely prevented, particularly in the case of 
imported goods, but what increases there are must either be borne 
by the seller or met by Government subsidy. 

If this policy is successful, it should have the sameeffect as the 
Canadian system in “ freezing’’ wages, costs and prices. In 
Australia, despite the stabilization plans of 1942, the operation of 
the ‘‘ vicious spiral ’’ has been evident, for wages have been allowed 
to increase in line with the cost of living, and the latter has been 
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driven up by the pressure of costs on prices. Now the advance in 
all three indices should theoretically be checked, but it remains to be 
seen whether the new set of difficulties created by such control can 
be successfully overcome. 

It is clear, for instance, that the protection of the consumer from 
the effect of increased costs cannot prevent the burden from falling 
somewhere. It appears to be the intention of the authorities that 
as large a proportion as possible should be shouldered by producers 
and distributors. These, in an effort to protect their margins of 
profit, might conceivably effect some economies elsewhere—they 
might for instance cheapen distribution—but there are obviously 
limits to any process of rationalization. When these are reached, 
producers and distributors must suffer a decline in profits, which 
might have an adverse effect on business incentive. Subsidies would 
no doubt be called for before this point was reached, but care would 
be needed to prevent these subsidies from encouraging waste. 

In the first year it is estimated that subsidies will cost from 
{Azo millions to {A 15 millions. The intention is to simplify 
administration and save-expense by applying these subsidies at an 
early point in the distributive chain. So far, the source of the funds 
required does not appear to have been fully discussed. In the early 
stages it will doubtless involve additional borrowing, but later the 
Government hopes to obtain finance by means of pooling arrange- 
ments between imports and exports. The substance of this plan is 
that if the Government subsidises imported goods which have risen 
in price, then exporters should hand over to the Government any 
increase in the price of Australian goods sold overseas. This appears 
to be based on rather rough and ready reasoning, and since importers 
and exporters are hardly likely to be the same people the plan cannot 
be expected to do justice between the two classes. 

There is one other aspect of Australian price control which 
deserves mention, not because it is of any service to the war effort, 
but because it illustrates the futility of this form of control in certain 
spheres. The establishment of price ceilings for stocks and shares 
was, on the face of it, an unnecessary and even harmful measure. 
The transfer of existing capital assets diverts no resources from the 
war, whatever the price at which these assets change hands, and 
any attempt to impose price limits is bound to produce arbitrary 
and anomalous conditions. Although the Australian price limits 
have been revised from time to time, the result has inevitably been 
to freeze the prices of first-class shares at their ceilings, and to make 
many transactions almost impossible. This has caused hardship to 
investors who are obliged to sell in cases of emergency and receive 
less than the true market value. In view of the difficulty of pur- 
chasing good-class shares, buyers have been diverted to less satis- 
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factory securities. The prices of these have risen relatively to the 
prices of good-class issues and in many cases may stand above the 
intrinsic value of the shares concerned. Altogether, the imposition 
of share price limits has not been a successful experiment. ‘There is 
no harm in rising security values. Indeed the authorities might 
ere r the point ‘that col — te freedom of Stoc k Exc ee ae lings 


be aan ed in for: cing up ‘the pi of scarce goods. 

Australia’s excess of imports over exports increased considerably 
in the latter half of 1942, but there are a number of special factors 
which detract from the significance of the figures. The volume of 
unrecorded exports and imports has greatly increased. Payment is 
made for certain goods, such as wool, whether or not they are shipped, 
while food and other supplies to the U.S. Forces in Australia rank as 
Reciprocal Aid, and are excluded from the statistics. In consequence, 
overseas funds are not affected to the extent suggested by the 
figures. Indeed, the increase to {A 80 millions in overseas war 
expenditure, provided for in the revised Budget estimates, was not 
due to larger commitments, but to the fact that London funds were 
adequate to permit payment to be made for actual expenditure 
without calling on the U.K. Government for assistance. The latest 
available return of the Commonwealth Bank shows sterling reserve 
and London call money at £A 80.5 millions as compared with 
fA 58.8 millions a year previously. 


TRADE FIGURES 
(£A. million) 


Six Months ended December : Exports Imports Excess Imports 
1941 ” me ne 67.9 86.1 183.2 
1942... as ‘5 , 57.0 I22.: 65.3 


The actual increase in imports was mainly due to the supply of 
defence equipment. The amount of luxury goods imported is now 
strictly limited, but imports of silver have increased since coin for 
the Commonwealth has been minted in the United States. The value 
of most exports declined in the latter half of the year, but exceptions 
were provided by frozen lamb, wheat and dry butter fat, the latter 
being exported for the first time. Previously, Australia had been 
establishing an export trade in machines, metal manufactures and 
clothing, but this has now disappeared owing to increased home 
demand ; and the same factor explains the smaller exports of a 
number of foodstuffs. In spite of transport difficulties and the 
larger amount of goods received from the United States under 
Lend-Lease, Great Britain is still Australia’s principal market and 
source of supply. 
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Plan for Reconstruction, by W. H. Hutt (Kegan Paul, Trench 
Trubner and Co., price 18s.). The book opens with three draft bills 
(a Labour Security Bill, a Capital Security Bill, and a Resources 
Utilization Protection Bill) designed to provide a framework of law 
that would permit rapid physical recovery from war damage and 
serve at the same time “ as the basis for a more efficient and just 
economic system.’ It is claimed that these proposals would 
eliminate over-production and unemployment, “‘ not by any economic 
conjuring trick with monetary policy or State spending, but by a 
system of guaranteed incomes, including a national minimum, under 
which such incentives to efficiency as already existed in the pre-war 
type of private enterprise can be retained and fostered.’’ In general, 
the object would be to meet the “ established expectations ’’ both 
of workers and of capital by grants paid from a central fund es- 
tablished by the pooling of a proportion of earnings. “ Distributive 
security ’’ having been established, the institution of property would 
be modified in various ways to stimulate output: for example, 
collusive monopoly and price discrimination would be made illegal. 
Whatever view may be taken of these proposals and their political 
feasibility, Prof. Hutt’s ideas are suggestive and stimulating. 

The Higher Civil Service, by H. E. Dale, C.B. (Oxford University 
Press, Humphrey Milford ; price 1s.) Mr. Dale’s pamphlet, repro- 
ducing a Sydney Ball lecture delivered in February last, may be 
regarded as a useful postscript to his book which is the standard 
work on the higher civil service. At the present time, Mr. Dale 
estimates, two-thirds of the persons employed in Government 
departments, excluding industrial employees and the Post Office, 
are “‘ temporaries ’’ taken on just before or since the war began. 
If a Staff College is established, Mr. Dale holds it should not be 
limited to civil servants, or even to them plus the staffs of local 
authorities, but should be open also to suitable members of the 
staffs of large and reputable business organizations such as banks 
and railways. ‘‘ Anything that tends to bring civil servants into 
contact with men of other professions or businesses is to be 
encouraged.” 

World Trade After the War. (Federation of Master Cotton Spin- 
ners’ Associations, copies obtainable on application). A discussion 
of the Keynes and White currency plans. 

Reserve Bank of India, Report on Currency and Finance, 1941-42. 
(Bombay, Times of India Press ; price I Rupee or Is. gd.) 

Watch and Ward, by Jean H. Tresfon. (Jarrold & Sons; 1s.) A 


discussion of post-war problems by the managing director of 
Boulton and Paul. 





159 


NORTHERN IRELAND 


A Financial and Economic Survey 





























Northern Ireland Finances and the War 
By The Rt. Hon. J. Maynard Sinclair, MP. 


(Minister of Finance for Northern Ireland) 


HILE the war is still in progress it would be wrong—even if it 
Were possible—to give details of the share which Ulster is 
taking on the industrial side in the prosecution of the war, or 

to do more than mention the location in Belfast and provincial towns 
of our world-famed shipbuilding and engineering concerns, the manu- 
facture of linen and other textiles, ropemaking, distilling, tobacco 
manufacture and many other industries now adapted in greater or 
lesser degree to war production. But it will be obvious to everybody, 
such considerations apart, that in a state of total war Ulster, in 
common with the rest of the United Kingdom, has been called upon 
to adjust itself to war conditions involving the shouldering of the 
heavy burdens of wartime taxation, the curtailment of every un- 
necessary peacetime activity, the temporary surrender of individual 
freedom (in so far as the Imperial Parliament may decide) to the 
needs of the State, and indeed, the maximum war effort within 
its powers. The essential fact to remember in this connection is that 
the self-governing powers of Northern Ireland do not extend to the 
making of peace or war or matters arising from a state of war, 
except in so far as powers may be specially delegated by the Imperial 
Parliament at Westminster. 
A previous article in Tre BANKER of August, 1942, has dealt 

in general terms with the financial relationship between the Imperial 
Exchequer and that of Northern Ireland, tracing its development 
from the original basis laid dewn in the Government of Ireland Act, 
1920 (which remains substantially the framework) through the 
years of peace. In this brief survey it is proposed therefore to 
ignore what have been called the inter-war years and to deal in the 
main with the position which has arisen since the declaration of war 
in 1939. It will be seen that what may appear somewhat com- 
plicated financial arrangements do in fact illustrate the British 
genius for the adaptation of existing institutions to abnormal con- 
ditions, and make the maximum use of Northern Ireland’s adminis- 
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trative machinery in the prosecution of the war. 

Misunderstandings exist in Great Britain about our position as 
part of the United Kingdom and these are not limited to the ‘‘ man 
in the street.” It is fairly generally known that no tariff barriers 
or (normally) restrictions of any kind between the two areas exist, 
but men in responsible positions in London and elsewhere frequently 
ask if the same standards of taxation are in force in Northern Ireland 
as in Great Britain. It seems necessary therefore, at the risk of 
repetition, to point out again that income tax, surtax, excess profits 
tax and such like taxes, as well as customs and excise duties, repre- 
senting at present over go per cent. of the revenues of the Province, 
are imposed by the Chancellor of the Exchequer in his Budget 
introduced in the Imperial Parliament, and are collected by the 
various Revenue Departments on ex actly the same basis in Northern 
Ireland as in the rest of the United Kingdom. Moreover, “ trans- 
ferred ’’ taxation under the control of the Ulster Parliament is also, 
generally speaking, the same as in Great Britain. In illustration of 
the effect of Northern Ireland’s bearing its share of wartime taxation 
with the rest of the British people, it may be of interest to mention 
that the total revenue for the current year, 1943/44, as estimated 
for Budget purposes, substantially exceeds the estimates for that 
of its considerably larger and more populous, but neutral neighbour, 
Eire. 

The level of expenditure on normal peacetime services, which 
are directly controlled by the Northern Ireland Parliament and 
paid for from its own Exchequer, remains fairly constant, the 
upward trend in the cost of social services in parity with Great 
Britain having been offset by improved employment and wartime 
economies. This circumstance, coupled with the fact that the yield 
from the directly collected or “ transferred ’’ taxation shows a 
fairly substantial increase, makes it unnecessary for more than a 
comparatively small portion of the large wartime yield of “‘ reserved ” 
taxation from the Province to be diverted from the Imperial Ex- 
chequer to the Northern Ireland Exchequer as the residuary share 
of reserved taxes provided for in the 1920 Act to meet locally- 
controlled expenditure. The balance of Northern Ireland reserved 
taxes retained in the Imperial Exchequer provides, after meeting 
the cost of peacetime reserved services in Northern Ireland, a sub- 
stantial ‘‘ Imperial Contribution’ towards the cost of Imperial 
services affecting the United Kingdom as a whole, including, of 
course, the war expenditure borne on the various votes of credit. 
This Impe rial Contribution (estimated this year to be not less than 
£31,800,000) could have been shown at a net figure of approxi- 
mately £27 millions but for the admission of H. M. Treasury that 
special arrangements ought properly to be made for abnormal 
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wartime expenditure, e.g. on civil defence, which is provided for 
on Northern Ireland Votes. Services such as civil defence are, 
strictly speaking, Imperial in character but have, in fact, for adminis- 
trative convenience and in order to avoid complicated agency 
arrangements, been entrusted to the Northern Ireland administration. 
The amount thus expended on civil defence and other abnormal 
services is directly recouped to the Northern Ireland Exchequer 
from the votes of credit introduced at Westminster for war 
purposes. 

This explains the item of £3,568,000 shown in the illustrative 
table below. Recoupment of such temporarily “ transferred ’’ war 
expenditure is effected under a simple formula agreed with H.M. 
Treasury, under which all excess expenditure met from our Ex- 
chequer over an agreed peace-time datum level is regarded as 
attributable to war services. It is inherent in such an arrangement 
that no difference from the standards operative in Great Britain 
(making allowance for minor deviations in either direction due to 
special local conditions) will exist either in purely peacetime activities 
or in the transferred war services, and the details of Northern 
Ireland expenditure, proposed or actual, are in fact the subject of 
close consultation with the Treasury. The system is working satis- 
factorily and the relations between H.M. Treasury and our Ministry 
of Finance have all along been maintained on an extremely cordial 
basis. 

It may make for clarity in exposition of the wartime aspect of 
the Northern Ireland Exchequer if the position as described above 
is illustrated in terms of our actual Budget estimates for the current 
year : 





IMPERIAL EXCHEQUER 


Receipts (include) Payments (include) 
Gross revenue from North- Actual cost of Reserved , 
ern Ireland from Income (‘‘ Peacetime ’’) Services 
Tax, Sur Tax, Excess in Northern Ireland .. 3,346,000 
Profits Tax, Customs Residuary Share of Re- 
and Excise, etc. .. 44,134,000 served Taxes paid to 
N. Ireland Exchequer. . 8,988,000 


12,334,000 
Balance of Reserved Taxes 
remaining as N. Ireland 
Imperial Contribution* 31,800,000 





£44,134,000 £44,134,000 





*Available towards the cost of Imperial services generally, and war expenditure 
from the Votes of Credit so far as met by taxation. 
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NORTHERN IRELAND EXCHEQUER 
Receipts Payments 
£ £ 
Residuary share of Re- Normal or “ peacetime ”’ 
served Taxes (from U.K. Transferred Services .. 13,000,000 
Exchequer) 8,988,000 War Services delegated 
Transferred Taxes 4,123,000 and administered as 
Imperial Votes of Credit Transferred Services .. 3,508,000 
for war purposes 3,568,000 Estimated surplus III,000 
£16,679,000 £16,679,000 





So far, this article has dealt with financial questions directly 
affecting our Exchequer. But it is not in taxation alone that the 
burden of war presses upon the Northern Ireland people. In the 
last war rationing did not apply to Ireland as in the rest of the 
Kingdom. In this war, Northern Ireland has cheerfully accepted 
the rationing system in the knowledge that the restrictions are 
necessary for the achievement of final victory, and this despite 
the fact that we, who are in the main an agricultural community, 
can produce considerably more than we require of most essential 
foodstuffs. Ulster is, in fact, a valuable reservoir to the nation as 
a whole in this respect in wartime, and is making a supreme effort 
to make available its surplus production in increasing quantities to 
Great Britain while submitting to strict rationing of its own con- 
sumption. We differ in only one item, and that is milk. Owing 
to the large quantities of liquid milk produced in Ulster it has been 
unnecessary so far to ration this commodity, but, on the other hand, 
we contribute materially, in the face of transport and other difficulties, 
to the reduction of the hardship to consumers in Great Britain and to 
the provision of supplies for the Forces by shipments of liquid milk 
and the supply of preserved milk. 

Indeed, our Northern Ireland Ministry of Agriculture is not 
merely an agricultural department, but carries out a large number of 
the functions performed by the Ministry of Food in Great Britain. 
Only a relatively small amount of its expenditure is reflected in our 
estimates or Exchequer accounts, and the major portion represents 
the cost of services carried out for the United Kingdom as a whole 
under delegated authority for Imperial Departments. 

The same considerations apply to various other agencies under- 
taken by our Northern Ireland Ministries on behalf of Imperial 
Departments whose activities are directed to the prosecution of the 
war, or matters directly arising from it, including most of the Supply 
and Production Departments, the three fighting Services, the War 
Damage Commission, National Registration, etc. For this reason, 
while some general indication of the extent of these agency activities 
may be gleaned from an examination of the staff increases which 
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appear in the Northern Ireland estimates, these, or any of our 
published accounts, offer little or no guide to the variety and scope 
of the wartime activities of our Departments, nor to the magnitude 
from a financial or any other aspect of the actual contribution which 
Northern Ireland and its administration is making to the war effort. 
This could only be revealed by analysis (impracticable in wartime 
even if it were desirable) of the votes of credit passed at Westminster. 

It has been noted that one of the objects of the curtailment of 
both personal and Governmental expenditure (so far as unnecessary 
for the prosecution of the war or the maintenance of public morale) 
is the diversion of the savings thus effected towards meeting the cost 
of the present struggle. It is well known that only about half the 
vast and continuing war expenditure from the votes of credit is 
covered by current taxation. In the War Savings movement, 
Ulster has borne its part to the maximum of its capacity, and savings 
in all forms made available to the Imperial Exchequer amount to 
approximately {80,000,000. 

Our Government has laid down and maintained the principle 
that in wartime there should be no additional Northern Ireland 
Exchequer borrowing other than for re-lending to the Imperial 
Exchequer for war purposes. The actual present position is that 65 
per cent. of the total borrowings by our Exchequer, largely con- 
sisting of Ulster Savings Certificates, represents moneys so re-lent. 
Not only this, but the proportion of the total re-lent is steadily 
rising, as the remainder of our debt, related to local capital ex- 
penditure, is at present being progressively reduced. The latter 
fact may be noted from a substantial reduction in the estimated 
payments for interest on borrowings to be met from our Exchequer 
in the current year. Another pointer is that the rates of interest 
or discount paid for our borrowings on the London market by 
Treasury bills or by means of issues of stock, differ only fractionally 
from the rates obtained by H.M. Treasury. 

It is fully appreciated that the present happy capital position 
of our local finances is largely due to capital restrictions and other 
fortuitous circumstances operating in wartime, and that with the 
coming of peace Northern Ireland, in common with the rest of the 
Kingdom, will be faced with the difficult financial problems of re- 
construction confronting the nation as a whole. 

The Ulster people, who are proud of their right to call themselves 
British and proud of the part they have played in the development 
of the British Commonwealth of Nations, its interests, privileges 
and ideals, are glad to share the burdens and sacrifices which the 
upholding of those privileges and ideals now demands from us all. 
As a corollary, they look forward to enjoying their share, on equal 
terms with the rest of the United Kingdom, in the fruits of final 
victory. 
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Ulster Commerce 
By Dr. W. B. Maginess, LL.D. 


(Parliamentary Secretary to the Ministry of Commerce) 
N ORTHERN Ireland, as a political entity, is some twenty-two 





years old. Its short existence has coincided with one of the 
most difficult economic periods in world history. Boom has 
been followed by depression, a partial recovery by another depression, 
recovery again followed by war. No country, still less a country 
like Northern Ireland with its dependence upon sea-borne trade, 
can remain unaffected by world economics. Here, with our trade 
mainly centred upon the British Empire and the U.S.A. we were 
more than ordinarily affected by the economic conditions of those 
countries during the inter-war period. With a population of roughly 
one million and a quarter, half of which is urban and half rural, the 
depressed condition of the agricultural industry during these years 
was severely felt. Our other two chief industries, shipbuilding and 
linen, were in turn shaken by the industrial depression in the United 
Kingdom and the economic crisis in the U.S.A. in the early thirties. 
In those two decades, Northern Ireland was taught its lesson in 
the hard school of experience. What then were the main lessons 
learned during that period? First, that our commerce was in- 
dissolubly linked with Great Britain ; there was our principal market, 
conditions there largely determined conditions here. Politically 
and socially we had much in common ; economically we were bound 
together in a fiscal and trading unity. Secondly, world conditions 
were exercising a continually increasing influence upon the economic 
stability of every country. To take but one example, the Sino- 
Japanese war, fought at the other side of the world, dealt a severe 
blow to our Ulster linen industry. Thirdly, we learned that we had 
been dependent on too few industries. When these became depressed, 
we had not the power of absorption that was essential to keep un- 
employment within reasonable bounds. Fourthly, that all our 
industries, agriculture included, must be modernized and rationalized. 
As our Government could not concern itself directly with inter- 
national relationships or with external trade, it became clear that 
we should have to concentrate upon the last two lessons. To remedy 
the first of these we had to attract new industries to Northern 
Ireland. Accordingly, in 1932, the New Industries (Development) 
Act was passed, giving to new industries established here certain 
reliefs from rates and income tax. This Act was replaced in 1937 
by another enactment which extended the scope of the former Act 
and, in addition, authorized the making of loans and grants to new 
industries. 
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With regard to labour, there has never been any difficulty. We 
pride ourselves on the fact that our labour, skilled and unskilled, is 
at least the equal of any other. Based upon a sound education both 
general and technical, which is constantly improving, the quality 
of our labour, male and female, has been the subject of many favour- 
able comments from industrial visitors. Power was another matter. 
We had no coal and, therefore, any industrial undertaking com- 
mencing operations here would be faced with the problem of addi- 
tional operational costs, due to the extra freight charges on imported 
coal. With a view to reducing this differential as much as possible, 
the Ministry of Commerce concentrated its attention on electrical 
development. Present figures in detail cannot be given for security 
reasons, but such was the success of this development that in the 
five years 1933-37 consumption was more than doubled. Available 
supplies of electricity at a reasonable charge have been assured 
and, with a constantly increasing consumption and a more unified 
production and supply system, no industrial undertaking need be 
deterred from commencing operations in Northern Ireland through 
any fear of a lack of power at economic rates. It need hardly be 
mentioned that Northern Ireland is well provided with rivers and 
canals which are and can be still further used in the industrial sphere. 

So far as modernisation and rationalization are concerned, the 
Government in its early days concentrated more particularly on 
agriculture. A series of Marketing Acts, coupled with active 
scientific research and the encouragement of livestock improvement, 
did much in the course of a few years, and in spite of world-wide 
agricultural depression, to improve the economic position of the 
farmers here, and our agricultural exports, increasing in quantity, 
were in quality reaching the top of the markets in Great Britain. 
In bacon, eggs, poultry, beef, fruit and other products, Northern 
Ireland could compete successfully with any country in both quality 
and price. Nor was rationalization in the industrial world over- 
looked. There was a lack of enthusiasm here as in other countries 
for Governmental suggestion or interference, but commonsense and 
the continual struggle against depressed conditions were beginning 
to prevail over traditional self-dependence. 

An attempt was made to combine in a pool arrangement the 
various road and rail transport systems. Road transport became 
unified and under indirect Government control. Whilst no one 
claimed that the new arrangement was completely successful, the 
war period placed a strain on our transport which probably could 
not have been met under the old system of a multiplicity of under- 
takings. At present, the future development of transport in Northern 
[reland is under active consideration. Fortunately, the province 
had a network of roads which was probably unsurpassed and only 
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required to be modernised. This was done in the decade immediately 
following the war and the result has been that we have good modern 
roads radiating out from Belfast and our other towns all over the 
country. 

Again, our geographical situation is such that no part of the 
province is any great distance from our ports, which, to a large 
extent, simplifies the transport problems of industry. Our rail and 
road services ensure that within a few hours of leaving the factory 
the goods are ready to be loaded on the ships. The excellent cross- 
Channel shipping systems operating between Northern Ireland and 
Great Britain bring the large industrial populations of England 
and Scotland within easy reach of any manufacturing here. As 
textiles, and especially linen, gave employment to so many of our 
people, the well-being of that great industry has caused successive 
Governments the liveliest concern. The present Prime Minister, 
as Minister of Commerce, recently set up a Committee of the linen 
industry itself to survey the whole field and make recommendations 
on future developments and organization. This Committee is 
presently sitting. Constant study has been given to the processing 
of agricultural produce, and another committee set up by the 
Government is concerning itself with this problem. 

The declaration of war in September, 1939, cut across the slow, 
steady development of our industrial progress. Ulster’s industrial 
machine was turned towards war and the products of war. There 
were available, fortunately, thousands of skilled engineering workers 
whose ready adaptability proved of immense service in gearing up 
the industrial machine and turning it in directions for which it had 
not been evolved. Save that conscription has no application here, 
the war effort of Northern Ireland is the same as the war effort of 
the rest of the United Kingdom. As no details can be given of the 
war effort here, it would not be instructive to give even a general 
outline. Anything that Northern Ireland could do has been done. 
Anything for which Northern Ireland was asked has been given. 

But here, as in other countries, even in the midst of war, pro- 
longed thought must be given to the problems of the post-war 
period. Ulster still remembers vividly what happened after 1918, 
when tens of thousands of men returned to civil life and when civil 
industry was unable to absorb them. Only the most careful planning 
can prevent a sjmilar tragedy occurring after the end of the present 
conflict. Can we take up the thread of development so rudely broken 
in September, 1939 ? Was the general direction along which we were 
travelling the right direction ? Was everything possible being done 
in pre-war years ? The answer to the first two questions is “ yes.” 
The affirmative to the third question must be qualified. It is quite 
clear from our geographical situation, our circumstances and our 
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external economics, that agriculture and industry based on our 
agricultural produce (and it must be always remembered that flax, 
which we grow here, is the basis of our linen industry) must be the 
primary concern of the Government. But expansion here has obvious 
limits and, unless we are again to see our unemployment figures 
becoming, as they were in pre-war days, almost ten per cent. of our 
entire population, industrial development is essential. 

We must renew and intensify our pre-war efforts to attract new 
industrial undertakings and to develop our existing undertakings 
to the maximum of their potential capacity. We had too few baskets 
in which to carry all our eggs in the years prior to 1939. Therefore 
we must get more baskets. What have we to offer to manufacturers 
or, rather, what will we have to offer them in post-war days ?— 
Power and transport in ample supply and at reasonable rates ; 
financial assistance during the initial years of their establishment ; 
a supply of skilled, industrious and intelligent workers ; in the case 
of agricultural produce, the raw material on the spot ; the sympathy, 
encouragement and active collaboration of a progressive Government; 
a ready access to the markets of Gre sre are and can 
be no trade barriers between Great Britain and Northern Ireland— 
and, lastly, a geographical position of importance for both sea and 
air routes to America. 

Industrially, Northern Ireland is by no means an undiscovered 
country. Our total pre-war import and export trade for thé year 
1937, to quote but one example, was over £110 millions and in 1937 
we were not yet out of the cagecanen of the early oo. That 
figure—itself not inconsider 
pansion ; and when it is remembered thet Ulster’s i was mainly 
with Great Britain, it is clear that expansion will be for the benefit 
not only of Northern Ireland but also of Great Britain. 
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Ulster’s Agricultural War Effort 
By The Rev. Right Hon. Robert Moore, M.P. 


(Minister of Agriculture) 


' \ J HEN the war clouds first began to thicken over Europe, 
Lord Craigavon, then Prime Minister of Northern Ireland, 
sent a message to the then Prime Minister of Great Britain, 
assuring him that Northern Ireland, as part of the United Kingdom, 
desired to share equally and proudly with Great Britain and the 
rest of the Empire in the difficulties and sacrifices, and, if need be, 
the privations and dangers, which all its people well realised a 
European war under modern conditions must involve. By no 
section of the community has that promise been more faithfully 
honoured than by those engaged in agriculture, Northern Ireland’s 
greatest staple industry. Today, after satisfying the ration require- 
ments of her own people, Northern Ireland sends to Great Britain 
in the year fat cattle and sheep to the value of over £3,200,000 ; 
pigs and bacon to the value of {2,500,000 ; eggs to the value of 
£3,000,000 out of a total production estimated at £4,500,000 ; potatoes 
to the value of £850,000; and fruit to the value of over £500,000. 
In addition, during the winter months each year some 2,000,000 
gallons of milk have been shipped to Scotland to help to meet 
seasonal shortages there. 

Milk is the one commodity in respect of which the people of 
Northern Ireland have not been rationed by the Minister of Food in 
the same drastic manner as their fellow citizens in Great Britain. 
Before the war, the annual consumption of liquid milk in Northern 
Ireland was 15,000,000 gallons, or rather over 30 per cent. of the 
total milk produced in the country. Today that consumption has 
risen to over 25,000,000 gallons to the corresponding and immeasur- 
able benefit of the people, especially those of the poorer classes. 
This expansion has only been achieved by bringing practically 
every farmer, no matter how remote his holding, into the production 
of liquid milk. It was recognized at a very early stage that if drastic 
rationing were to be avoided, not only the production but the market- 
ing of the vast quantities of milk which in previous years had gone 
to creameries for manufacturing purposes had to be completely 
overhauled and reorganized so as to make that milk available in 
liquid form for the people and the members of the Forces, both 
British and American, who from time to time find themselves in 
Northern Ireland. With this end in view, seven new milk depots 
for the receipt, testing and pasteurizing of the milk have been 
established, while the Ministry has so reorganized the collection 
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and transport services as to enable the maximum number of farmers 
to make the daily delivery which is a condition of their obtaining 
the liquid milk price. Northern Ireland, in fact, now forms part 
of the United Kingdom milk pool, and, after supplying all the 
liquid milk requirements outlined above, is contributing some 
millions of gallons for condensing and drying as part of the vast 
reserve being built up by the Minister of Food to meet winter needs 
in Great Britain as well as to help to feed our fighting forces in all 
parts of the world. 

Agriculture in Northern Ireland suffered if anything more severely 
from the depression between the two wars than did the industry in 
other parts of the United Kingdom. This will be appreciated when 
it is remembered that over 60 per cent. of the farms in Northern 
Jreland are only 30 acres or under. The revolution involved in the 
national ploughing-up campaign was, therefore, if anything more 
wholesale and fundamental. The area under crops in 1943 showed 
an increase of no less than 75.8 per cent. as compared with 1939. 
This increase compares with 61 per cent. in England and Wales 
and 43 per cent. in Scotland. The organization of this tremendous 
effort was carried out on rather different lines to those adopted in 
Great Britain, where the County Agricultural Committees are now 
familiar institutions and where these bodies have power not only 
to decide on the proportion of any particular holding which shall be 
cultivated, but what crops shall be grown on fields brought under 
the plough. In Northern Ireland, one general Tillage Order for the 
whole Province has been made each year. Each successive Order 
has increased the proportion of land to be ploughed. From 25 per 
cent. in 1940, the figure has been raised to nine-twentieths, or 45 
per cent., in 1943, and a considerable proportion of farmers of their 
own volition have gone well beyond even this proportion. Indeed, 
in securing this gigantic development, the Ministry has enjoyed the 
wholehearted support and co-operation of the vast majority of 
farmers. Only in a few cases has the Department had to exercise 
the arbitrary powers vested in it under the Defence Regulations or 
to institute prosecutions against defaulters. 

Even by a people as determined as the Ulster farmers, such a 
task could only have been accomplished to the accompaniment of a 
tremendous forward stride in the modernization and mechanization 
of all classes of work on the land. Bearing this fact in mind, succes- 
sive Ministers of Agriculture have applied their minds to securing 
the greatest possible flow of tractors, ploughs, reapers and binders, 
threshing mills, flax-pulling machines, and all the various other 
agricultural implements consonant with the war situation. Some 
indication of their continued and progressive success, as well as of 
the development of mechanization, is found in the fact that whereas 
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in January, 1939, the number of agricultural tractors in Northern 
Ireland was 550, by the end of 1942 that number had swollen to 
almost 4,700. The Ministry’s hire purchase scheme for the purchase 
of tractors and tractor implements has been largely availed of by 
farmers and, exclusive of flax-pulling machines, the total value of 
the machinery and implements purchased under this scheme between 

1939 and 1942, inclusive, is £440,700. 

The task of the Northern Ireland farmer was very considerably 
complicated when, following the fall of Belgium and the Low 
Countries in 1940, supplie S of imported flax were cut off, for it was 
on imports from these countries, and from Russia, that the nation 
relied so largely for the construction of aeroplanes, parachute harness, 
and other vital equipment. The War Cabinet at the start of the 
war had called on Northern Ireland agriculture to step up the 
production of flax. When the tragedy of the Continent was con- 
summated and Britain stood alone, this call became infinitely more 
insistent. It was worthily answered by over 90,000 acres under 
flax in 1941 as compared with 21,194 acres in 1939. Flax is generally 
recognized as one of the most troublesome and tricky crops a farmer 
has to grow. It ripens just after the hay, so that its pulling, retting 
and drying impose a very considerable strain on an already crowded 
farming routine, if it is to be safely garnered before the grain harvest 
falls due. In 1941 and 1942, Northern Ireland farmers faced and 
overcame two of the wettest harvest seasons in history. Small 
wonder that in the latter year there was an appreciable fall in the 
acreage under flax. Yet when the Minister of Supply and the Minister 
of Aircraft Production appealed to Ulster for 100,000 acres of flax for 
1943, farmers large and small responded nobly. Not until the 
figures for the agricultural census are completed—and, of course, 
the exact figures may not’be published—will it be definitely known 
whether or not the target has been reached. But this can be stated 
with certainty : that if the total is below the 100,000 acres, the margin 
of failure will be extremely small. 

As with general farming, so with flax. Mechanization has of 
necessity played a very prominent part in the expansion. In 1939 
there were approximately 35 flax-pulling machines in Northern 
Ireland. Today there are something like 400. In this connection 
a story indicative of the enterprise and adaptability of the Ulsterman 
both in agriculture and industry will bear repetition. When Belgium 
fell, some 70 pulling machines of the Soenens type were being com- 
pleted in that country to the order of the Ministry of Agriculture. 
The season for their use was fast approaching. No time could be 
lost. The Ministry approached a well-known Belfast engineering 
firm, and within twenty-four honts the patented parts were in 
course of manufacture, and every one of those seventy machines 
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layed its due and proper part in the saving of that year’s flax crop. 

Despite the increase in cultivation and the consequent contraction 
of grazing, it is a remarkable fact that the cattle population has 
been not only maintained but increased, and this notwithstanding 
the drastic reduction in imported feeding stuffs. The numbers of 
sheep and pigs have declined, but as a set-off to these poultry shows 
an increase of no less than 40 per cent. as compared with 1939. 

As was to be expected, for the saving of such a vast harvest the 
provision of the necessary labour has proved amajor problem. In 
1942, the Ministry organized the Voluntary Land Service, under 
which volunteer workers went out to all parts of the Province, in 
spite of adverse weather and transport conditions, to assist in the 
gathering of the crops. For this year, the Voluntary Land Service 
has been organized on an even greater scale, and in addition the 
Ministry is recruiting, with the co-operation of the Ministry of 
Labour, some thousands of unemployed industrial workers through 
the media of the local Employment Exchanges to assist the farmers 
in the various counties. Full advantage is being taken of both 
schemes. 

For next year, the policy of my Ministry will be not only to 
maintain the present area under cultivation, but to secure from that 
area still bigger and better yields. For 1944, as in Great Britain, 
fertilisers will form the foundation of our food production effort. 
I have written a personal letter to each farmer in Northern Ireland, 
calling attention to the importance of this matter and telling him 
in general terms the quantities of artificial manures which he should 
use if he is to get the best results while at the same time maintaining 
the fertility of his holding. Like Mr. R. 5. Hudson, [ am con- 
vinced that by the judicious and more generous use of fertilisers, 
we, in Northern Ireland, can make our great industry play an even 
larger and increasing part in the national interest, not only for the 
duration of the present emergency, but in the ‘general post-war 


economy. 


CENTRAL BANKING 
By M. H. DE KOCK 


A survey of the whole field of central banking. The 
principal aims of monetary policy, the various methods 
of credit control, administration, constitution and recent 
trends in central banking and the situation which prevails 
in the chief money markets of the world, as well as central 
banking conditions and methods in many countries, are 
discussed in detail. 
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Appointments and Retirements 


SiR WILLIAM GOODENOUGH.—It is announced that Sir William 
Goodenough has been appointed chairman of the Export Guarantees 
Advisory Council and of the executive committee of the Export 
Credits Guarantee Department in succession to the late Sir John 
Caulcutt. 


British Linen Bank.—Grangemouth Branch: Mr. J. Burnett White, 
agent, has retired after long service. Mr. Donald Mackenzie Cross, 
teller at the branch, has been appointed agent. Innerleithen Branch : 
Mr. James Gladstone Grieve, of Peebles branch, has been appointed 
sub-agent in succession to the late Mr. James Robson. 


Lloyds Bank.—Gloucester : Mr. C. Mudge, from the inspection staff, 
to be sub-manager. Middlesbrough: Mr. C. P. Armistead, hitherto 
an inspector, to be manager in the place of Mr. G. A. Mortimer, who 
has been unable to take up the appointment, owing to ill-health, 
and retains his status as an inspector. Shirley, Birmingham : 
Mr. P. H. Slim, hitherto clerk-in-charge, to be manager. 


Martins Bank.—Sir William Nicholas Cayzer, Bart., and Mr. A. 
Claude Morrell, O.B.E., M.C., have been elected to the board. 
Sir Nicholas Cayzer is a member of the Mersey Docks and Harbour 
Board and a director of the British and South American Steam 
Navigation Co., Cayzer Irvine & Co., Clan Line Steamers, and Sea 
[Insurance Co. Mr. Claude Morrell is chairman and managing 
lirector of John Morrell & Co., a member of the Mersey Docks and 
Harbour Board, and a director of the British and Foreign Marine 
Insurance Co. 


Midland Bank.—The Right Hon. the Earl Peel has been elected to 
the board of the bank and of the Midland Bank Executor & Trustee 
Company. 


Royal Bank of Scotland.—Mr. Robert L. Mudie, deputy manager 
at London (City) office, has been appointed an assistant general 
manager at the head office in Edinburgh. Mr. Mudie entered the 
service of the bank in 1902 at the Murraygate branch, Dundee. 
\fter a period at head office, he became agent of St. Vincent Street, 
Glasgow, branch in 1929, and in 1939 was appointed joint manager 
it the Glasgow principal — It was only last year that Mr. Mudie 
join ed the City office. Mr. James McQueen Smith, agent at Western 
branch, Burlington ne ns, London, has been appointed deputy 
manager at the London (City) office in place of Mr. Mudie. Mr. Henry 
T. W. Bidwell, sub-agent at Burlington Gardens, succeeds Mr. Smith 
as agent at that branch. 





